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THURSDAY, OCTOBER 8, 1959 


Hovsr or REPRESENTATIVES, 
SUBCOMMITTEE No. 5 on DistrrpuTioN PROBLEMS OF 
THE Sevect Commirree To Conpucr a Stupy AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BusIness, 
San Francisco, Calif. 

The subcommittee met, pursuant to recess, at 2 p.m., in courtroom 
258, U.S. District Court and Post Office Building, Seventh and Mission 
Streets, San Francisco, Calif., Hon. James Roosevelt (chairman of 
the subcommittee) presiding. 

Present: Representatives Roosevelt and Brown of Missouri. 

Also present: Everette MacIntyre, general counsel; Jane Hicks, 
research analyst; Brooks Robertson, analy st. 

Mr. Roosrvett. The committee will come to order, please. 

Chief Judge Goodman has made the request that I make the an- 
nouncement that no smoking is allowed in this courtroom. I regret 
to have to do so, but that is the rule under which the committee is 
allowed to use the courtroom. And the rule, of course, will therefore 
be observed. 

Today, Subcommittee No. 5 of the House Small Business Com- 
mittee 1s opening its second series of hearings on the distribution 
problems of smal] business in the food industry. 

For 8 days this spring, the subcommittee sat in Washington and 
heard representatives from all segments of the food industry discuss 
the problems which are facing them. They told the committee of 
their fear of a growing concentration of economic power in the hands 
of a few. Facts were presented indicating that 15 of the top chains 
do almost 30 percent of the grocery business. ‘Two percent of all the 
companies engaged in food marketing i in 1954 employed 43 percent of 
the people and accounted for 52 percent of the industry’s payroll. 

Small businessmen outlined what is happening to them in this 
drastic revolution in food marketing, and suggested different proposals 
to solve their problems. 

So, today, the committee has convened here in San Francisco—and 
there are present on my right Congressman Charles Brown of Mis- 
souri, and myself as the chairman of the committee. On my left is 
our counsel for the committee, Mr. Everette MacIntyre. And there 
are other members of the staff also present. 

We are in San Francisco and will return next month, in the month 
of November, to investigate the specific charges which have come to 
us, from small eanners and packers and others, that the buying prac- 
tices of certain large chains which have offices here are exerting severe 
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and undue economic pressure. We are here—and I stress this—to 
gather the facts in the situation. 

We understand that through the buying offices of 10 major chains 
located in the California Street area, about half of the domestic market 
of canned fruits and vegetables is purchased. Approximately 80 
percent of the private label canned fruits and vegetables produced in 
the State are sold every year in California Street. 

We are told that there are many small canners of fruits and vegeta- 
bles, but that on the opposite side of the market they are faced with 
concentrated economic buying power in the hands of a few who operate 
asateam. The antitrust laws prevent the canners, packers, and other 
sellers from getting together and operating as a team. That is the 
purpose of the law. Each must work alone with the buyers or face 
possible charges under antitrust laws. 

It does not appear that the economic power residing in any one of the 
small canners and other sellers is such that, acting alone, it could ma- 
terially influence marketing conditions or the prices and other terms 
of sales. Thus individually, each seller attempts, as one of many 
competing sellers, to anticipate the needs of the market a year in ad- 
vance and on that basis plan processing programs in line with market- 
ing requirements. Competitively, he anticipates, determines, and 
quotes prices on merchandise being offered for sale. However, the 
buyer, it is said, or alleged, ascertains from the sellers the list prices 
and then informs the sellers how much under the list price will be paid 
by the buyers. It is claimed that under such circumstances if the 
canner refuses to deal with the buyer on the terms thus dictated by the 
buyers, the packer will receive no other offers for his pack. 

Frequently small canners and sellers have serious problems of 
storage unless some commitments are made before the packing season 
commences, providing for the movement of the pack to buyers as the 
packing season progresses. Faced with the need for making these ar- 
rangements, the small canner often provides the buyer with an option 
to take the whole pack. However, the movement of the pack under 
such option arrangement is subject to periodical “shipping instruc- 
tions.” It is said that these “shipping instructions” are sometimes 
withheld from a so-called uncooperative canner. It is our understand- 
ing that the word “uncooperative” is thus used to describe a canner who 
would dare to even speak out above the buying practices and alleged 
dictation of prices and terms of the small group of buyers for the large 
chains operating in the “Street”—California Street, San Francisco, 
Calif. It is said that to speak out against these conditions would 
mean that the small canners would be “punished for such rashness by 
having more than half of the domestic market closed to them.” 

And I quote those last words from a communication in the hands of 
the committee. 

It is this situation which the subcommittee is undertaking to investi- 
gate through the opening of hearings today. We have heard of this 
kind of condition in the field of food distribution other than fruit and 
vegetable canning. We believe by making a thorough study of the 
situation here we may better understand and perhaps learn how to 
evaluate similar situations in other segments of the food industry and 
in other geographical areas, 

Certainly it is our duty to determine whether the situation involved 
here is one damaging to canners or contributing in any substantial 
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way to the disappearance of more than 16,000 retail food stores each 
year. Be assured that we consider it a good place to stop and closely 
scrutinize all of the factors relevant to the operations of this so-called 
California Street buying of canned vegetables and fruits. 

One thing should be made clear. The subcommittee’s investigation 
and hearings on small business problems in food distribution here in 
San Francisco, as elsewhere, are to develop the facts, and not hearsay 
or gossip. We are making no charge against any party connected 
with the food industry. 

Commencing this afternoon we are receiving the records from each 
of the 13 firms engaged in this so-called California Street buying of 
canned vegetables, fruits, and other items of food. These records 
are to be presented to us under the requirements of subpenas, which 
have been served. 

Due to the volume of records involved, the witnesses will not be 
examined regarding their contents during the course of the hearings 
today and tomorrow. Only a preliminary examination of the wit- 
nesses will be made at this time. When our hearings are resumed 
in San Francisco commencing November 4, the witnesses will be ques- 
tioned about the matters to which the documents relate. In addi- 
tion, during the course of our hearings in November we will hear 
testimony from a number of other witnesses about these matters. We 
shall continue our investigation and hearings until we have informa- 
tion adequate to make conclusions about the matter committed to the 
subcommittee for inquiry. When we have done that, we shall report 
to the full committee in Washington, which, in turn, will report to 
the House with recommendations as provided in the resolution which 
created the House Small Business Committee. 

Today, as previously arranged, the first witness to come before the 
committee in answer to the subpenas is Mr. William Corbus, of the 
Great Atlantic & Pacific Tea Co., No. 2 Pine Street, San Francisco, 
Calif. 

Mr. Corbus, we are happy to have you, sir. 

Mr. Hawkins. Mr. Chairman, Mr. Brown, my name is F. H. Haw- 
kins. I am a lawyer in San Francisco, representing the Great At- 
lantic & Pacific Tea Co. The subpena has been served on Mr. Corbus, 
who is the gentleman on my right, and we have had consultation 
from your counsel for the committee. We have responded to the 
committee by delivering the records to the witness room that has been 
reserved for this committee. They are bulky, and, therefore, we have 
done that. Without careful interpretation of the subpena, we have 
made all of our records in this office available to Mr. MacIntyre. I 
would like to say that we are very grateful to Mr. McIntyre for his 
cooperation and also for his statement that he will get the current 
files back to us as soon as possible, because we didn’t use the September 
17 date as the cutoff date, but he has records of ours that were put 
in the files the day before yesterday. And so we are very grateful 
for his cooperation and his statement he will get us the current files 
back as soon as possible. The 1957 and 1958 files are virtually dead 
and cause no problem. 

Mr. Corbus is here, in the event you wish to ask him any questions. 

Mr. Roosevett. Thank you, Mr. Hawkins. 
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May I say we are very grateful to you and Mr. Corbus for the co- 
operation which you have given to the committee, and the arrange- 
ment under which they have been made available to the committee 
is entirely satisfactory. And I can assure you that we will live up to 
the pledge to get them back to you just as rapidly as we possibly can. 

Mr. Hawkins. Thank you, Mr. Chairman. You may want the rec- 
ord to show Mr. Corbus’ position with the tea company is field buyer 
in the area and in San Francisco. 

Mr. Roosrevett. The record will so show. 

Mr. Corbus, at this point would you come forward ? 

Mr. MacIntyre. I think, has one or two questions. If you would 
just stand for a moment, I think it would be proper under these 
circumstances, in view of the subpena, if I place you under oath. 
Would you raise your right hand ? 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Corsvs. I do. 

Mr. Roosrvetr. Mr. Corbus, I am going to ask Mr. MacIntyre to 
ask one or two questions I believe he has in mind, and then if Mr. 
Brown has any, we will defer to him. 


TESTIMONY OF WILLIAM CORBUS, FIELD BUYER, GREAT ATLANTIC 
& PACIFIC TEA CO., SAN FRANCISCO, CALIF.; ACCOMPANIED BY 
FREDERICK H. HAWKINS, OF PILLSBURY, MADISON & SUTRO, 
SAN FRANCISCO, CALIF. 


Mr. MacIntyre. Mr. Corbus, will you fully identify yourself for 
the record? 

Mr. Corsus. Yes, Mr. MacIntyre. I am employed by the A. & P. 
Tea Co. as field buyer, with offices at No. 2 Pine Street, San Francisco, 
Calif. I have been with the tea company for 25 years solely connected 
with this office, having started there as soon as I finished college, and 
actually took over the operations of the office when my predecessor 
died in 1942. 

Mr. MacIntyre. What, since 1942, have been your duties in that 
office ? 

Mr. Corsus. My duties since that date have been the buying of 
canned, frozen, dried food of all kinds—that is to say, any processed 
foods other than fresh produce, produced in California, the Hawaiian 
Islands, some from the Pacific Northwest, and from some national 
canners products that are produced in other areas of the country. 

Mr. MacInryre. For the entire A. & P. system ? 

Mr. Corzus. That is correct. 

Mr. MacIntyre. During the last year, what was the total dollar 
volume of purchases made by you for the company ? 

Mr. Corsus. Well, for our fiscal year ended March 1, 1959, our 
purchases were approximately $125 million. 

Mr. MacIntyre. Through this office ? 

Mr. Corzus. Through my office, yes. 

Mr. MacInryre. Now, you have been served with a subpena from 


the committee to appear and present documents from the records of 
your office. 
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Mr. Corsus. That is right. 

Mr. MacIntyre. And you have proceeded to do that, as your counsel 
has indicated in his statement ? 

Mr. Corsus. I have done that. 

Mr. MacIntyre. Now, I would like to ask you a question or two 
about how you proceeded in securing those documents from the files 
of the company in your office. Will you please explain for the record 
how that was done? 

Mr. Corsus. We attempted to fully understand the scope of the 
subpena, and 

Mr. MacIntyre. Let me first, if I may, read to you a specification 
in which you were asked to present documents. They were the records 
made since January 1, 1957, of conferences, discussions, plans, policies, 
decisions, or negotiations conducted, utilized or made in connection 
with or in any way related to the purchasing of merchandise by or on 
behalf of your company, or any of its offices, divisions, branches, units, 
or stores, and which were brought to the attention of, considered, acted 
upon, or noted by or for anyone connected with your company in its 
office located at No. 2 Pine Street, San Francisco. 

Just how did you go about complying with that provision of the 
subpena / 

Mr. Corpus. We secured from our files all such correspondence 
between my office, between our other offices located throughout the 
country; that is, our headquarters office in New York City and our 
various warehouses and divisions. We also secured all the corre- 
spondence between my office and any of our suppliers. 

To the best of my knowledge, we have certainly submitted every- 
thing that the subpena called for under group 1. 

Mr. MacInryre. That has included each and every statement of 
policy or plan of your company and its directions to you in the making 
of purchases ? 

Mr. Corsus. The only thing that we have submitted on that—we 
have no record or directions other than to purchase merchandise of 
any nature, sir. We have submitted the Robinson-Patman Manual 
that the company drew up in 1940, and the bulletins which followed 
that. But, other than that, we have no other directions. 

Mr. MacIntyre. You didn’t have any difficulty understanding that 
request / 

Mr. Corsus. I attempted to make it complete, sir. 

Mr. MacIntyre. Now, turning to group 2 of the subpena, the items 
in group 2, records made on or subsequent to January 1, 1957, of and 
relating to communications by and between the office of your com- 
pany located at No. 2 Pine Street and certain specified persons, offices, 
and divisions of your company. And there is a long list of buying 
officials of your company. Would you explain to the committee what 
you did about your efforts, or include in your efforts to comply with 
that provision of the subpena ? 

Mr. Corsus. What we did was submit everything we had of any 
description between my office and from these other offices to my office. 
I must admit when I looked at the list of names here, there are some 
of the people I didn’t know that worked for the company. 

Mr. MacIntyre. How many buying officials does A. & P. have, do 
you think? 

Mr. Corsvus. I don’t actually know. 
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Mr. MacIntyre. It would run into several hundred, wouldn’t it? 
Mr. Corsus. I would think so. 
Mr. MacIntyre. But you undertook to furnish the committee with 
all of the correspondence between your office and any official of A. & P. 
regarding its purchasing for the period specified in the subpena. 

Mr. Corsus. That is correct. 

Mr. MacIntyre. Group 3 called on you to provide the committee 
with records made on or subsequent to January 1, 1957, of communica- 
tions by and between your office and any of a number of specified 
suppliers—quite a number of those, with whom you have done_busi- 
ness. Will you explain what you did about complying with the sub- 
pena in that respect ¢ 

Mr. Corsus. Any packers that we had done business with which 
were specified in this list, their entire files, both to and from were 
submitted. In fact, I notice in looking over this, there were some 
packers which were not mentioned which we also submitted, so as 
to have a complete record of our activities. 

Mr. MacIntyre. Now, referring to items listed under group 4 of 
the subpena, which includes memorandums or other records made on 
or subsequent to January 1, 1957, of communications, conferences, 
discussions, or courses of action relating to purchases of food by or 
between anyone acting on behalf of your company and any other party 
acting on behalf of any firm in competition with your company, either 
in the purchase or the sale of food or grocery items, how did you go 
about complying with that provision of the subpena ? 

Mr. Corpus. Counsel, we have no memorandums or records of 
any such purported acitivity. Now, I would also like to state that 
there has been no such activity on the part of anyone connected in 
my Office with the tea company. 

Mr. MacIntyre. You are speaking to the limit of your knowledge 
in that respect ? 

Mr. Corsus. That is correct. 

Mr. MacIntyre. You don’t intend for that statement to be absolute, 
but only to the limit of your knowledge ? 

Mr. Corsus. That is absolute, speaking for myself—absolutely, 
without question of doubt. 

Mr. MacIntyre. For yourself and within your knowledge? 

Mr. Corsus. That is correct. Both for myself and with any man 
who is connected with my office, there has been no communication. 

Mr. MacIntyre. But you are not speaking for others beyond your 
knowledge ? 

Mr. Corsus. That is correct. 

Mr. MacIntyre. I believe that is all, Mr. Chairman. I suggest 
the witness not be excused, but asked to return upon a date to be 
specified to him as to the hearings to come. 

Mr. Roosrvett. Mr. Counsel, I think it would be proper to make as 
part of the record of this hearing a copy of the subpena and the ma- 
terial which you have just discussed, as a part of the record at this 
point. 

(The documents referred to were marked “Exhibit 1” and will be 
found in the files of the subcommittee. ) 

Mr. Roosevett. Mr. Corbus, I believe at this time that this concludes 
all the questions that we have either of you or Mr. Hawkins. But you 
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will not be discharged from the subpena at this time. I think you 
understand that. 

Mr. Corsvus. I do understand that. 

Mr. Roosevetr. You will receive from the committee a communica- 
tion as to the specific time and place for the continuation of the 
hearing. 

Mr. Corsus. Thank you. I will be here. 

Mr. Roosrtvetr. Thank you very much. You are excused at this 
time. 

Mr. Roosevetr. Is Mr. J. E. Morrison of Safeway Stores present ? 

Mr. Witpe. Mr. Chairman, Mr. Brown, Mr. MacIntyre, my name 
is Drummond Wilde. I am appearing here in my capacity as general 
counsel for Safeway Stores, Inc. Two of our aiationan have been 
served with subpenas that were issued by this subcommittee. The 
first is Mr. J. E. Morrison, the gentleman sitting at the table on my 
right. He is manager of the promotion allowance section of our cen- 
tral advertising department. 

In response to the subpena, we have submitted and are submitting 
to the committee for retention in its custody, and examination by Mr. 
MacIntyre and members of his staff, the documents that we regard as 
being responsive to the subpena served on Mr. Morrison, and those 
documents, due to their bulk, are being submitted in installments for 
such examination. The arrangement was made with Mr. MacIntyre. 

Mr. Roosevetr. Does the Chair understand from that that the in- 
stallments are to be completed within a specific period of time, 3 or 4 
days from now ? 

Mr. Witpe. We are doing our best and utmost. to complete them, 
Mr. Chairman. We started with the beginning date, January 1, 1957, 
and we are continuing up to date by categories. 

Mr. Roosevetr. Well, as long as there is a specific understanding 
with the committee and with Mr. MacIntyre that there will be no undue 
delay, and if possible they will be available to the committee within 
roughly a week’s time. 

Mr. Wipe. That is quite satisfactory, Mr. Chairman, most satis- 
factory. And we appreciate the cooperation and courtesy displayed. 

Mr. Roosevetr. Mr. Wilde, if you h hove nothing further, I will pro- 
ceed with swearing Mr. Morrison at this point. 

Mr. Morrison, would you raise you right hand, please, sir. Do you 
solemnly swear ‘that the testimony you are about to give before this 
committee shall be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Morrison. I do. 


TESTIMONY OF J. E. MORRISON, MANAGER OF THE PROMOTION 
ALLOWANCE SECTION, CENTRAL ADVERTISING DEPARTMENT, 
SAFEWAY STORES, INC., OAKLAND, CALIF.; ACCOMPANIED BY 
DRUMMOND WILDE, GENERAL COUNSEL, SAFEWAY STORES, OAK- 
LAND, CALIF. 


Mr. Roosrvetr. Mr. Morrison, perhaps you should first identify 
yourself for the record, if you would. 

Mr. Morrison. I am manager of the promotion allowance section of 
the central advertising department of Safeway. I have been with the 
company 15 years. 
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What further identification would you like? 
Mr. Roosrvetr. Your specific position with the company is what? 
Mr. Morrison. I am manager of the promotion allowance section of 
the central advertising department of Safeway. 

Mr. Roosrvetr. And your office is in Oakland ? 

Mr. Morrison. That is right, sir. 

Mr. Roosrvetr. Mr. MacIntyre, do you have some questions of this 
witness ? 

Mr. MacIntyre. Mr. Morrison, what are your duties as promotion 
allowance official of the company ? 

Mr. Morrison. They might be generally described as providing an 
information service to our retail oper ations on advertising and “dis- 
play allowance offer that are available to them from outside suppliers. 

Mr. MacIntyre. Do the duties also include the following of sugges- 
tions from other officials of your company for you to inquire what is 
available in the way of those allowances / 

Mr. Morrison. The following of the suggestions of the Safeway 
operations ? 

Mr. MacInryre. Yes. 

Mr. Morrison. No, sir; I think not generally would that exist. 
These offers come to us from outside suppliers, either by mail, or they 
are brought in in person. If an allowance offer is made to one of our 
retail operations, we inquire whether it is available in other areas where 
we operate. But only to that extent do we make inquiries. 

Mr. MacIntyre. That is available to other Safeway buying officers ? 

Mr. Morrison. To customers in other areas where we have 
operations. 

Mr. MacInryre. Do your duties also include an effort to ascertain 
from sellers at the request of other officials of the Safeway Co. what 
could be expected in the way of offers, promotional allowances, and so 
on ? 

Mr. Morrison. No, sir. 

Mr. MacIntyre. You have never done that as part of your duties? 

Mr. Morrison. No, sir. 

Mr. Macintyre. Who does do that for you ? 

Mr. Morrison. No one that I know of. 

Mr. MacInryre. Is it part of your duties to negotiate revisions in 
what offers you do receive from sellers ? 

Mr. Morrison. No, sir; we do not ask any seller to make a change 
in an offer which is offered to us. 

Mr. Roosrvetr. May I ask at that point—in other words, what you 
are saying to the committee is that you at no time negotiate with a 
seller as to the terms of his offer? 

Mr. Morrison. Would you please define what is meant by negotiate ? 

Mr. Roosevert. Well, to be specific, if an offer is made, either in 
person or in writing, I presume that someone, especially if it is in 
person, must discuss the offer with that person. 

Mr. Morrison. Yes, sir—if that is what you mean by negotiate— 
we receive these offers, and you are undoubtedly aware of the fact that 
many of them are not too clear, they are couched in terms that are 
sometimes ambiguous, they are not complete as to all of the terms 


that are important to know. We ask for clarification if an offer is 
not clear to us. 
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Mr. Roosevett. Now, do you do that? 

Mr. Morrison. That is right, sir. 

Mr. Roosrvett. And does anybody else do that besides you ? 

Mr. Morrison. Well, there is one other man in my office—the two 
of us do that. 

Mr. Roosrvett. Would you identify him, please? 

Mr. Morrison. Yes, Mr. Allen—L. D. Allen. 

Mr. MacInryre. Mr. Chairman, may I ask that when Mr. Morrison 
is requested to return Mr. Allen be requested to accompany him so 
that the two of them will be available for examination ? 

Mr. Roosrverr. If that is agreeable to you, Mr. Morrison—we 
won’t issue a separate subpena, but we would request that you bring 
Mr. Allen to the next hearings which we will schedule, and about 
which you will be informed. 

Mr. Morrison. All right, sir. 

Mr. Brown. Just to clarify it in my own mind, Mr. Morrison, as 
to how Safeway handles it, there are various buyers who buy certain 
commodities and so forth in the Safeway organization; are there not? 

Mr. Morrison. That is right, sir. 

Mr. Brown. And let’s say that a cereal manufacturer comes to one 
of your cereal buyers and says, “We have a special deal here. If you 
buy enough, there will be a 40-cent promotion allowance per case on 
the cereal.” Is that offer made to the buyer Rs does that buyer say, 
“Now you go talk to Mr. Morrison about that” 

Mr. Morrison. If you are talking of sreeittid allowance in the 
sense of being an advertising or display allowance requiring perform- 
ance, and if that advertising or display offer involves only one Safe- 
way operation, then that buyer would not send him to me. He, in- 
stead, would send details of the offer to our legal department for 
review and clearance, since it involved only one ‘Safew: ay operation. 
But if that offer involved two or more Safeway operations, as a matter 
of convenience for the seller, and the party involved, and our own 
operations, they would send the representative to me, and I, in turn, 
would summarize the offer and submit it to our legal department for 
review and clearance. If it is cleared by the legal department, then 
we announce availability. 

Mr. Roosrvett. Well, now, Mr. Morrison, are you saying that you 
don’t go any further than just making sure that the offer is clear? 
You don’t discuss with him whether the offer could be improved a 
few cents, or in any way change the initial statement that he has to 
make, other than clarific ation! 

Mr. Morrison. That is correct; definitely. 

Mr. Brown. Well, now, just a ‘minute, Mr. Morrison. That buyer 
that I mentioned might say to that seller, “Now, look, that 40 cents 
isn’t any good to us. We had an offer yesterday of 60-cents pro- 
motion allowance 7 a case of cereal.” That happens, doesn’t it ? 

Mr. Morrison. I don’t know. They have not—I have not said 
that to a seller. 

Mr. Brown. But the negotiation really isn’t your department in 
that instance, is it? The ‘buyer makes the best deal he can make, 
doesn’t he ? 

Mr. Morrtson. No, sir. Again, talking about advertising or dis- 
play allowances which inv olve more than one Safeway operation— 
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that is all that I handle, just the straight performance allowances. 
But after an offer has been cleared 

Mr. Brown. Yes, now, that is the point. After an offer has been 
cleared. We are talking right now about clearing the offer—I mean 
the initial offer by a seller. 

Mr. Morrison. That is made to me—the offer that is made to me? 

Mr. Brown. That is made to you. 

Mr. Morrison. I certainly do not ask for any modification of the 
terms of any offer. 

Mr. Brown. Who does? 

Mr. Morrison. I don’t know of anybody who does. 

Mr. Roosrvetr. You mean your buyer has no opportunity to discuss 
the offer with the person making it ? By anybody from Safeway ? 

Mr. Morrison. You are talking now about the man at the zone level 
who does the actual buying ? 

Mr. Roosrvetr. I am talking about that level and any level. 

Mr. Morrison. I talk to them when they come in to me to see me 
about an advertising or display alowance offer. But, in my office, we 
neither accept or reject the offers. That is up to our operating zones. 

Mr. Roosrvett. Now, would you identify a people for us, in the 
operating zones ? 

Mr. Morrison. Well, they are the officials in the various Safeway 
divisions, retail divisions, who are actually—who actually do the buy- 
ing. They determine what will be stocked, what will be promoted, 
what will be advertised, and so on. 

Mr. Roosevetr. What are their titles ? 

Mr. Morrison. There is a wide range of titles. I could not name all 
of the titles that are involved in the buying. 

Mr. Roosevetr. Mr. Morrison, you heard the opening statement 
which I made, and I think it must be clear to you that what we are 
interested in is primarily the people you are now describing to us. 
And we would like to have and we must have the names and the posi- 
tions and the authority of these people that you are describing as zone 
buyers. Can you make those available to us ? 

Mr. Morrison. I think they have already been presented to your 
committee, sir; by letter. 

Mr. Roosevett. Now, is there any particular buyer in this particu- 
lar area who deals with the people that we are talking about in rela- 
tion to the canning industry that generally is bought in this particular 
area? Is there a “gentleman or several gentlemen whose names you 
could give us at this time? 

Mr. Morrtson. Well, the buying officials of our San Francisco 
division—we have a division headquartered in San Francisco. I can- 
not give you the names offhand without consulting the record. And 
then, actually, I don’t know what—how the buying ‘function exactly is 
handled out in the San Francisco division, because I am in a staff 
capacity, just providing information on these allowances to the vari- 
ous divisions. And I don’t have any direct contact with the retail 
divisions. 

Mr. Roosrvetr. Mr. Wilde, are you in a position to furnish us with 
those names ? 

Mr. Wiupe. Yes, I am, Mr. Chairman. If I may say a word, I 
would like very much to have the opportunity. 
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Mr. Roosrvett. Please do. 

Mr. Wipe. We have, Mr. Chairman, submitted to the committee 
in two letters, or accompanied by two letters, in response to requests 
received from the subcommittee earlier, the information that was re- 
quested by the subcommittee in its original letter. I have it here. 
I can refer to the date. It was August 27, 1959. And in our re- 
sponses, which were dated September 14, 1959, and September 24, 
1959, we submitted what we regarded as complete information in re- 
sponse to the subcommittee’s initial request. 

Now, the information contained in those letters will provide you, 
I am sure, with the information you are seeking from Mr, Morrison. 
I would be in much the same position as he is if I were asked to give 
the names of these various members of our organization at the retail 
level, whose names were listed in those communications. 

Mr. Roosrvett. Well, now, Mr. Wilde, you are familiar, I believe, 
with Mr. A. S. Rupert, of the Regent Food Co., who will be the next 
witness for the committee ? 

Mr. Wixpe. I an, sir. 

Mr. Roosrverr. Can either you or Mr. Morrison give us a descrip- 
tion of his association or business relationship with Safeway Stores? 

Mr. Wipe. I believe that I can. 

Mr. Roosevett. Would you care to do so, sir? 

Mr. Wipe. I would be glad to do so, yes, sir. 

Mr. A. 8. Rupert is manager of our Regent Food Co. office in San 
Francisco. He is ta concerned with the procurement of 
Safeway brands of canned fruits, vegetables, juices, and other food 
products. 

Mr. Roosevetr. In other words, he does the buying for what is 
produced as the Safeway label ? 

Mr. Witpe. He doesn’t do it entirely, Mr. Chairman. He super- 
vises that office, and he may engage in it part of the time. He is the 
administrator of that particular office. 

Mr. Roosevert. To the best of your knowledge, is the large major- 
ity of the purchases made for Safeway label done through his com- 
pany—or under his supervision ? 

Mr. Wipe. It is my understanding, Mr. Chairman, that that is 
true as to the items that are purchased by us from the outside for 
resale as merchandise. There may be a few exceptions, but I would 
think that they were rather minor. 

Mr. Roosevett. Thank you, Mr. Wilde. I think that is very 
helpful. 

Mr. MacIntyre has a few more questions of Mr. Morrison, I be- 
lieve. 

Mr. MacIntyre. Will you please explain, Mr. Morrison, what is 
included in the promotion and advertising allowance offers to which 
you have made reference? Would that include an allowance for 
private-label-packed merchandise ? 

Mr. Morrison. No, sir. These allowance offers typically come to 
us from outside suppliers. They are made voluntarily by these out- 
side suppliers. 

Mr. MacInryre. Private label allowances, then, are in addition to 
all of those to which you have been making reference ? 

Mr. Morrtson. Yes, sir. I handle only the advertising and display 
allowance offers that come to us from outside suppliers. 
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Mr. MacIntyre. So that the allowances to which you have been 
making reference earlier here this afternoon are display and adver- 
tising allowances only ¢ 

Mr. Morrison. Yes, sir; performance allowances only. 

Mr. MacInryre. On those two things, advertising and promotion ? 

Mr. Morrison. Advertising or display, or similar merchandising 
performance, such as, for example, some allowance offers require— 
well, they give you an option—you can advertise or display, or, for 
example, use the service of a demonstrator, that type of thing. But 
it is all performance. 

Mr. MacIntyre. I would like to ask you, in response to the sub- 
pena, what did you do in your efforts to comply with the submission 
of documents called for under group I? 

Mr. Morrison. I went through my files, and I took everything that 
I thought would be called for, provided these advertising or display 
allowances are considered to be in connection with purchasing. 

Mr. Roosrvett. What you submitted, therefore, was limited only to 
that correspondence or plans or policies or decision or negotiations 
that had to do with display or advertising or the specific things you 
mentioned 4 

Mr. Morrison. Yes, sir, that is all I handle. 

Mr. Brown. Excuse me, Mr. Chairman. What was that other pro- 
viso that you added to your statement # 

Mr. Morrison. That is provided the committee considers adver- 
tising and display allowances to be connected with purchasing. I 
went on the assumption that you did consider them to be connected 
with purchasing. 

Mr. MacIntyre. That it was considered ? 

Mr. Morrison. I went on the assumption that you did consider 
them connected with purchasing, yes, sir. 

Mr. MacIntyre. You didn’t have any doubt about it being a part 
of the purchasing activities of the company, do you? 

Mr. Morrison. That is a difficult question to answer, because some— 
there are allowances, advertising allowances, for example, that are not 
tied in—they don’t have a ceiling based on purchases at all. They 
are based on an allowance, for example, of up to 1 column inch a 
month, without any connection with purchases. Of course, you 

gvouldn’t use it unless you stocked the product. 

Mr. MacIntyre. Unless you stocked the merchandise of that sup- 
plier you wouldn’t be using it? 

Mr. Morrison. But it is not contingent upon purchases at all. 

Mr. MacIntyre. In other words, you don’t get any advertising al- 
lowances from the customers? You are talking about suppliers 
now / 

Mr. Morrison. From people who supply us with merchandise. 

Mr. MacIntyre. From whom you purchase goods? 

Mr. Morrison. From whom the company purchases goods for re- 
sale. 

Mr. MacIntyre. In your effort to comply with the subpena in that 
respect, did you submit, or did you go to your files to pull out from 
those files the records with each of the suppliers who have made ad- 
vertising and display allowance offers to Safeway through your office / 
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Mr. Morrison. With each of those listed in part 3 of your subpena. 

Mr. MacInryre. And you made an effort to get from your records 
all of those communications and other documents relating to those 
offers ? 

Mr. Morrison. Yes, sir, they are all in the files that are being sub- 
mitted. 

Mr. MacInryre. And what did you do about your efforts to comply 
with the requirement of the subpena for the documents under 
group 4% 

Mr. Morrison. I had no document that would fit under that classi- 
fication, because I have had no contacts with competitors of ours. 

Mr. Maclinryre. What about the records of your company re- 
garding other people in your company 4 

Mr. Morrison. I am sorry, sir, I don’t understand the question. 

Mr. Macintyre. What do the records of your company show of 
whether the other representatives of your company had conferences 
with their competitors or representatives ? 

Mr. Morrison. Do you mean the records of my office ? 

Mr. MacIntyre. Yes, sir. 

Mr. Morrtson. We have had no contact with competitors of our 
company at all. 

Mr. Roosrveitt. No; I think the question of counsel is, Do your 
records show any correspondence or any contact, not by your office, 
but by other individuals or offices within your company ? 

Mr. Morrison. I understand now. No, sir; our records do not 
show any such contacts. 

Mr. MacIntyre. Do you have available to you any records except 
those in your own office? 

Mr. Morrison. Those are the ones, the only ones I have are the 
ones that pertain to my office. 

Mr. MacIntyre. Those are the only ones available to you for your 
inspection ? 

Mr. Morrison. Yes; I would say “Yes” to that. 

Mr. Roosrevetr. Could I ask at that point, do you, of your knowl- 
edge, know whether or not any other records exist showing others in 
your company communicating with firms in competition with your 
company ¢ 

Mr. Morrison. No, sir; I do not. 

Mr. Roosrvetr. Mr. Wilde, could I ask you one question, sir? Is 
the Regent Food Co. owned in whole or in part by Safeway ? 

Mr. Wipe. It is owned entirely by Safeway. It is a trade name 
used, Mr. Chairman. 

Mr. Roosevetr. So, in actuality, it is one and the same thing, 
isn’t it? 

Mr. Witpr. Yes; it is. While I am on my feet, may I make one 
remark, please ? 

Mr. Roosevett. Surely. 

Mr. Wipe. I am a little bit uncertain as to whether the record is 
clear on the question as to whether these advertising and display 
allowances that are processed by Mr. Morrison’s office are restricted 
only to so-called outside brands of merchandise. I would like very 
much to make that clear. 
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Mr. Roosevett. That his office is restricted just to outside / 

Mr. Wipe. There are no items—you may ask Mr. Morrison this 
question, if you care to—but there are no items in the private label 
category that I am aware of that come within that—come within 
the scope of those particular types of allowances. 

Mr. Roosrvett. Well, now, would that come wholly under Mr. Ru- 
pert in the Regent Food Co. ? ; 

Mr. Wipe. If there are any, that is probably where they would 
be. I don’t know of any, Mr. Chairman. But I wanted to make clear 
that the display and advertising allowance offers that are received 
by Mr. Morrison's office apply only to suppliers’ brands of merchandise, 
and not to Safeway private label merchandise. 

Mr. MacIntyre. Mr. Chairman, I believe that the witness, Mr. Mor- 
rison, did explain that his definition of promotion and advertising 
allowances with which he was concerned were limted to display and 
advertising allowances. I asked him if that excluded allowances for 
private label goods, and he said it did. So whatever allowances are 
made to Safeway for goods packed under Safeway’s private label 
apparently are allowances beyond those the witness has been testifying 
about. 

Mr. Morrison. That is right. 

Mr. Roosevetr. I think the record is clear on that point. 

Mr. Wixpe. I just wanted to make certain. 

Mr. Rooseveur. Mr. Morrison, the same rule will apply to you, sir. 
We will not vacate the subpena, but we will notify you of the next 
meeting of the committee. We appreciate very much your cooperation 
here this afternoon, and also your presence and cooperation, Mr. Wilde. 

Mr. Morrison. Thank you very much, sir. 

Mr. Roosrevett. The committee file will include at this point the 
subpena delivered to Mr. Morrison. 

(The document referred to was market “Exhibit No. 2,” and will 
be found in the files of the subcommittee. ) 

Mr. Witpe. Mr. Chairman, we will undertake to produce Mr. L. D. 
Allen at the November hearings of the subcommittee. 

Mr. Roosrvett. Thank you, Mr. Wilde. 

Is Mr. Rupert present? The next witness will be Mr. A. S. Rupert, 
of the Regent Food Co., of 114 Sansome Street, San Francisco, Calif. 
As has been previously testified, the Regent Food Co. is wholly owned 
by Safeway Stores. 

Mr. Wilde, did you want to make a statement ? 

Mr. Wize. Mr. Chairman, Mr. Brown, Mr. MacIntyre, I wish to 
correct any misimpression. It is not a subsidiary, Mr. Chairman— 
it is part of the organization. All of Safeway’s operations in the 
United States are conducted by the parent company. 

Mr. Roosrvett. Is it a separate corporation ¢ 

Mr. Wipe. Safeway Stores, Inc., is a Maryland corporation, Mr. 
Chairman—and with the exception of some minor warehousing, public 
warehousing operations that are conducted on the east coast, in con- 
junction with our facilities—all operations of the companies in the 
United States are owned and conducted by Safeway Stores, Inc., a 
Maryland corporation, which is the company whose shares are listed 


on the New York Stock Exchange and the Pacific Coast Stock 
Exchange. 
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Mr. Roosevetr. In other words, Regent Food Co. is just a trade 
name? 

Mr. Wipe. Yes, sir. 

Mr. Brown. It is not a corporate entity ¢ 

Mr. Wixpe. That is correct, Mr. Brown. ; 

Mr. A. S. Rupert, the manager of our Regent Food Co. office in San 
Francisco, is the gentleman seated at the table on my right. 

If it please the chairman, I would like to have my remarks regard- 
ing the response to the subpena served on Mr. Morrison, which I 
made earlier at this hearing, incorporated by reference as far as Mr. 
Rupert, so as to avoid repetition, if 1 may do that. 

Mr. Roosrvett. Yes; certainly, Mr. Wilde. 

Mr. Wixpz. Thank you, sir. 

Mr. Roosevett. Mr. Rupert, would you please rise and hold up 
your right hand ? 

Do you solemnly swear the testimony you are about to give before 
this committee shall be the truth, the whole truth, and nothing but 
the truth, so help you God ? 

Mr. Rupert. I do. 


TESTIMONY OF A. S. RUPERT, MANAGER, REGENT FOOD CO., SAN 
FRANCISCO, CALIF.; ACCOMPANIED BY DRUMMOND WILDE, GEN- 
ERAL COUNSEL, SAFEWAY STORES, INC., OAKLAND, CALIF. 


Mr. Roosevetr. Mr. Rupert, is it correct that you are the manager 
of the Regent Food Co., operating here as the trade name for 
Safeway ? 

Mr. Rupert. Yes, sir. 

Mr. Roosevetr. Do you care to elaborate on your duties, or tell 
the committee ? 

Mr. Rupert. Yes, I would. As manager of Regent Food Co., it is 
my responsibility to supervise the procurement, purchasing of all of 
Safeway brand items that are assigned to Regent Food Co. I might 
add I have been with the company 34 years, the last 2 years of which 
I have been manager of Regent Food Co. 

Mr. Roosevett. Now, what brands are not included in your—as- 
signed to the Regent Food Co. ? 

Mr. Rupert. Outside brands, packers labels, and so on. 

Mr. Roosrvett. Do you know the name of the gentleman who con- 
ducts that part of the business ? 

Mr. Rupert. We do not purchase similar commodities under packers 
brands. 

Mr. Roosrvext. In other words, all of the purchasing done here is 
assigned to you ? 

Mr. Rupert. It is assigned to Regent Food Co. 

Mr. Roosrvetr. Mr. MacIntyre? 

Mr. MacIntyre. Do you have anything you care to add to that 
explanation and description of your duties ? 

Mr. Ruperr. I think that covers it. 

Mr. MacIntyre. What, in the last 12 months, was the total dollar 
volume of your purchases for your company through the Regent 
Food Co. ? 

Mr. Witpe. Pardon me. Mr. MacIntyre, may I interject just a 
minute? We regard that as confidential information. We would be 
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very pleased to, if it please the chairman of the committee and Mr. 
Brown, and yourself—to submit figures such as those called for by 
that question to the committee, so that the information will be placed 
in the committee’s files, rather than made a part of the record of this 
proceeding. 

Mr. Roosrvetr. Mr. Wilde, the committee will be glad to have you 
do that, if you would, under those conditions. However, Mr. Brown 
would want to ask some questions relating to percentages, or divisions 
of that total. And it doesn’t have to be exact—it can be a rough 
figure, if you so want. 

Mr. Wipe. That would be most. acceptable, Mr. Chairman. It 
is the dollars and cents figures that I had in mind. I believe that you 
and the other gentlemen will understand what we have in mind. 

Mr. Roosrvetr. All right. Thank you. 

Mr. MacIntyre. Mr. Rupert, you received the committee’s subpena 
requiring you to submit certain documents. Will you please explain 
what you did about compliance with the first provision of the subpena, 
in gathering up to submit to the committee the records called for 
under group 1? 

Mr. Rupert. I instructed our comptroller to obtain the records re- 
quested from storage and bring them over to the office. 

Mr. MacIntyre. Did you give him a copy of the subpena so he 
would know what to look for? 

Mr. Rupert. No. I told him what was required. 

Mr. MacIntyre. What is the name of the man that you asked to 
do that? 

Mr. Rupert. J. Clinton Evans. 

Mr. MacIntyre. What was the nature of the report that he made 
to you after you gave him these directions ? 

Mr. Rupert. He phoned me and said that he had obtained all of 
the records from 1957 and 1958 from storage, and had placed them in 
our Office. 

Mr. MacIntyre. You mean all of the records relating to your pur- 
chasing activities ? 

Mr. Rurerr. All of the records that were requested. 

Mr. MacIntyre. Was there any segregation made of those records 
from any others ? 

Mr. Rurert. No. 

Mr. MacIntyre. So what you are doing is making a presentation 
of all of the records that were taken from storage, without a separa- 
tion of any of them? 

Mr. Rupert. Correct. 

Mr. MacIntyre. And they would include all of the records in- 
volving records of conferences, discussions, plans, policies, decisions, 
and negotiations conducted that in any way relate to the purchasing 
of merchandise for and on behalf of your company ¢ 

Mr. Rupert. Yes, sir. 

Mr. Wipe. Mr. MacIntyre, may I interrupt? I regret the necessity 
of doing so. I want to explain—I don’t want the chairman or Mr. 
Brown or you to be misled in any way. I supervised, in my capacity 
as general counsel of the company, the matter of reviewing the records 
that were produced at Mr. Rupert’s request for the purpose of de- 
termining those that would be responsive to the various parts of the 
subpena. 
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Now, we began—and I say “we,” and I am using that in a collective 
sense because we have had members of the legal staff of our legal de- 
partment working on this—they have been going through these rec- 
ords according to the different categories covered by the subpena, be- 
ginning January 1, 1957, and coming up to date. And, as I under- 
stand, they have covered some of the major classifications of the sub- 
pena up through 1957 and 1958. 

Now, Mr. Rupert has not been, as I understand it, directly con- 
nected with the segregation of those records. So that I am not at all 
sure whether Mr. Rupert has any actual knowledge of just what has 
been done as far as the actual segregation of the records. He has 
certain records in one classification in his packers files, and another 
one in his commodity files. But due to the fact that he is required to 
spend his time in current operations, it is my understanding that he 
has taken little part in the actual review of the records that were 
removed from storage. 

Mr. Roosever. Well, now, Mr. Wilde, is it my understanding that 
you, as general counsel, or your staff, are undert: iking that responsi- 
bility, 1 rather than the comptroller to which Mr. Rupert referred ? 

Mr. Witpe. The function of the comptroller was to produce for 
review by the lawyers the records that he was requested to have 
removed from storage for the years 1957 and 1958. 

Mr. Roosrverr. Then the records actually submitted will be the 
records as sorted and deemed to be responsive to the subpena as de- 
cided by you and your staff ? 

Mr. Wipe. That is correct, Mr. Chairman. And we are making a 
good faith response to the subpena. 

Mr. Roosreveir. Thank you. 

Mr. MacIntyre. I would like to inquire, if I may—Mr. Wilde, you 
will be present when Mr. Morrison and Mr, Rupert reappear here in 
November ? 

Mr. Wixpr. I shall be here, God willing. 

Mr. MacIntyre. So that any questions about this function that you 
just told the chairman that you are performing, you could answer ? 

Mr. Wizpe. And I will be here in the interim, Mr. MacIntyre, and 
if any questions arise in the course of the examination I will be avail- 
able at any reasonable time. 

Mr. Roosrverr. Well, then, if I may just shorten this a little bit— 
the questions w hic ‘+h counsel made to previous witnesses actually should 
at this time be really addressed to you, Mr. Wilde, rather than Mr. 
Rupert, is that correct, as to the responsiveness to the subpena and to 
the request made in the various groups? 

Mr. Witpe. I would much prefer it be done that way, both as to 
Mr. Morrison and Mr. Rupert. I am the one that is ultimately 
responsible for it, and I assume that responsibility. I have had to 
delegate it, of course, because of the lack of time, and the bulk in- 
volved, Mr. Chairman. But it would be much preferable from my 
sti indpoint if it were handled that way—and if it were agreeable with 
you and Mr. Brown, and also Mr. MacIntyre. 

Mr. Roosrverr. However, because of ‘the length of service of Mr. 
Rupert with the company, it would be a fair ¢ assumption, would it not, 
by the committee, that Mr. Rupert is familiar with the record which 
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will be presented to the committee, or has had contact with it during 
the period from January 1, 1957, on? 

Mr. Wiper. Well, I don’t know whether he will be familiar with 
some individual items of correspondence or records or the like with 
which he had no connection or which he did not prepare. 

Mr. Roosevettr. In other words, I am simply doing this for future 
procedure. 

Mr. Wipe. Yes. 

Mr. Roosevetr. If we have questions concerning any part of that 
record, would you rather that we made inquiry of Mr. Rupert con- 
cerning it, and asked him to be prepared to answer such questions 
that the committee may have about it, or would you rather we submit 
it to you, and you would produce the individuals concerned ? 

Mr. Wiper. I would much prefer the latter course to be followed, 
Mr. Chairman. I think it would simplify matters. And Mr. Rupert 
has other—he has buyers in his department. I would much prefer 
that it be centralized in that manner, if agreeable. I think it would 
expedite the handling of any inquiries of requests and the responses 
that are made. 

Mr. Roosevett. May we have an undestanding that where these re- 
quests are made, and if Mr. Rupert is not considered to be able to 
answer questions concerning that particular part of evidence which 
has been submitted, that you will icine to the next committee hear- 
ing at which you will be present the individuals concerned? Other- 
wise, we will have to go through the process of subpenaing them, 
which I don’t particularly want to do, unless you feel that is neces- 
sary. 

Mr. Wipe. No, sir. Most certainly we would be glad to follow 
that course. 

Mr. Roosevetr. Fine, sir. 

Mr. Witpe. I assume Mr MacIntyre would be in touch with me on 
that, or some member of the staff—is that correct ? 

Mr. Roosevert. Yes, he will. 

Mr. MacIntyre. May I inquire, Mr. Wilde, in the performance of 
these functions on your part, you have done so as the secretary of 
Safeway Stores as well as general counsel ? 

Mr. Wipe. It is rather hard to separate things in that category, 
Mr. MacIntyre. I happen to hold the office of secretary. It has to 
do more or less with the corporate end of the business. I happen to 
be a vice president. I also have the informal title of general counsel, 
which doesn’t make me an officer of the company. There are times 
when I am acting in my secretarial capacity that I may be acting in 
a legal capacity. But I don’t feel in this instance I would be acting 
as secretary of the company, except to the extent that in that capacity 
I might have responsibility for or custody of some of the records, or 
the right of access to them, in any case. 

Mr. MacInryre. But as secretary of the corporation you had pre- 
rogatives which you could invoke to do what you have done? 

Mr. Wiper. I feel quite certain of that. I have no doubt about it. 
Otherwise, I wouldn’t have made such a commitment. 

Mr. MacIntyre. Now, I would like to direct another question to 
Mr. Rupert. 

Mr. Morrison has testified that the only promotional and advertis- 
ing allowances that he has been concerned with are those for advertis- 
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ng and display. Your office has made a part of your duties your 
concern with allowances on private label packs, hasn’t it 4 

Mr. Rupert. Yes. 

Mr. MacInryre. So it has been a part of your duties to secure for 
your company allowances for the private labels of your company on 
merchandise purchases ? 

Mr. Rurerr. Where they are made available. 

Mr. Roosrvetr. Pardon me, Mr. MacIntyre. You say where they 
are made available. Do you never seek them when they are not 
available ¢ 

Mr. Ruverr. Are you speaking of the advertising allowances ¢ 

Mr. Roosrve.r. Promotion allowances. The allowances on private 
jabel packs. 

Mr. Ruverr. Occasionally we will be offered an allowance for a cer- 
tain performance or advertising at the retail level. But it is not very 
frequent. 

Mr. Roosrvett. Do you seek that ever ? 

Mr. Rupert. No. 

Mr. Roosrvetr. Never ? 

Mr. Rurerr. Not that type of advertising allowance. 

Mr. Roosrvett. What type do you seek ¢ 

Mr. Rupert. Actually—when I said “that type”—you are speaking 
of advertising and promotional allowances. I had in mind either one 
of those types of allowances. 

Mr. MacIntyre. Well, we were directing our questions specifically 
to allowances for packs, respecting packs under private labels of 
Safeway Stores. Now, did you take that into account in answering 
the chairman’s question as to whether you seek allowances in that 
regard ¢ 

r. Rupert. We seek purchases which would possibly be classified 
as such. 

Mr. MacInryre. And the documents that are being submitted in 
response to the subpena the committee has served on you will include 
records of your efforts in that regard / 

Mr. Rupert. They will be complete. 

Mr. MacIntyre. Now, what have you done, Mr. Rupert, with refer- 
ence to your efforts to comply with the last requirement of the subpena 
in submitting documents called for under group 4 ? 

Mr. Rurerr. We have no such correspondence or records as we do 
not, as I understand it, deal with competitors in connection with this. 

Mr. MacIntyre. Your answer on that is to the limit of your know]- 
edge ? 

Mr. Rurert. No,no. Iam making a very definite statement. There 
are no such records. 

Mr. MacInryre. Your statement is, then, that there has been no such 
contacts between anyone in Safeway’s organization, and there has been 
no record made of any such contact and kept by Safeway ? 

Mr. Rupert. Insofar as Regent Food Co. is concerned, Mr. Mac- 
Intyre. 

Mr. MacIntyre. I am talking now about the limit of your answer. 
Are you speaking to the limit of your knowledge, or are you speaking 
in the absolute ? 

Mr. Rupert. I am speaking in the absolute. 
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Mr. MacInryre. Then you are saying that no one in Safeway has 
had any contact with any representative of any competitor, and that 
in Safeway’s custody there is no such record of any such contact? Is 
that correct ¢ 

Mr. Rurerr. I am speaking only, Mr. MacIntyre, from the stand- 
point of my own operation, Regent Food Co. 

Mr. MacInryre. Then you are speaking within the limit of your 
knowledge; is that correct ! 

Mr. Rupert. Insofar as our operation is concerned. 

Mr. MacIntyre. And to the limit of your knowledge. 

Mr. Rupert. I am positive as far as Regent Food Co.’s operations 
are concerned. 

Mr. Roosevetr. Can I ask you whether you know within your 
knowledge of any contact with competitors of your company by others 
in Safeway ? 

Mr. Rurverr. No, I don’t. 

Mr. Roosrvetr. You know of no such contacts ? 

Mr. Rurerr. I do not. 

Mr. Roosrvetr. Mr. Brown, I believe, has a question. 

Mr. Brown. As I understand it, Regent Food Co. is just a trading 
name that you use for the procurement of processed foods, as con- 
trasted with fresh foods, is that correct ? 

Mr. Rurerr. Yes. 

Mr. Brown. Now, this is your private label procurement operation, 
is that right ? 

Mr. Rupert. Yes. 

Mr. Brown. Once you procure the processed foods, you make them 
available to the whole Safeway operation ? 

Mr. Rupert. Yes, sir. 

Mr. Brown. When did you start doing business under the name 
Regent Food Co. in this division ? 

Mr. Rurvert. I can’t give you the actual date. 

Mr. Brown. I wonder if Mr. Wilde knows. 

Do you know, Mr. Wilde? 

Mr. Witpe. I don’t believe I can give the actual date. We have 
had some management changes within the last 4 years, and there have 
been some various changes taken place in the organizational setup, and 
I just can’t recall the date. 

I know that it was—I can say this, Mr. Brown—that the name was 
used in—was in use in about March of 1956. I can say that. 

Mr. Brown. It is relatively new, then; is that right? 

Mr. Wipe. The name previously used was Regent Canfood Co. 
And I can’t recall when that name was changed to Regent Food Co. 

Mr. Brown. Well, let me get at it this way. When the Safeway 
Co. started in the private label business in this field, did you start that 
operation under the name Regent Food Co. or Canfood Co. ? 

Mr. Wipe. No, Mr. Brown. I came with the company in 1931, 
and at that time there was a department consisting of one or two 
buyers that handled so-called private label items as well as outside 
brand items. And that was not operated under any trade name that 
T can recall. That wasn’t in use in 1931. It developed later on. As 
near as I can recall, it was probably sometime in the 1940’s, Mr. Brown, 
that we started using trade names to designate particular operations as 
sort of a shorthand method, rather than calling them such and such 
department—we used a trade name. For instance, in the case of 
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Regent Food Co. or Regent Canfood Co., internally, we would simply 
refer to it as Regent, and everyone would know what it was. It was 
sort of a shorthand identification. 

Mr. Brown. That is the answer to what I was driving at—why the 
use of these trade names? Really it is for convenience in your organ- 
ization. Thank you very much. 

Mr. Roosevett. Mr. Rupert, under the same arrangement that we 
made with the other witnesses, you will be excused at this time, and 
you will be, however, not relieved from the subpena, but we will 
notify both you and Mr. Wilde of the future plans of the committee. 

Mr. Rupert. I understand. Thank you. 

(The documents referred to were marked “Exhibit No. 3” and will 
be found in the files of the subcommittee. ) 

Mr. Roosrvetr. Is Mr. Adkins present ? 

Mr. Srrusese. Mr. Chairman, I am John L. Strubbe. I am general 
attorney for the Kroger Co. Iam from Cincinnati. With me is Mr. 
John Hauser, of the McCutcheon firm of San Francisco. And the two 
of us, with Mr. Adkins, will try to assist the committee in any way 
we can. 

Mr. Roosevett. Thank you, Mr. Strubbe, we are glad to have you 
both with us. 

Do you havea preliminary statement ? 

Mr. Srrupse. Yes. I would like to say I have talked with counsel 
about these documents, the duces tecum part of the subpena. By way 
of explanation, Mr. Adkins does not have voluminous records to pro- 
duce. He has one of the shortest record retention policies that I know 
of in the Kroger Co. Actually, correspondence in some cases goes 
back only a period of 2 or 3 months. In other cases, some documents, 
records of some documents are carried back for 2 or 3 years. But the 
records are not voluminous. 

I have discussed this with your counsel. We are ready to produce 
them today. Some of them are working documents. Mr. MacIntyre 
has agreed that they will be photostated and returned to us as soon as 
possible. I would like to say one thing—these documents were pre- 
pared and collected under the supervision of Mr. Adkins, but they 
were with the help of primarily Mr. Hauser and with some review by 
me. 

Mr. Roosrvett. Thank you, Mr. Strubbe. 

Mr. Adkins, would you rise and raise your right hand ? 

Do you solemnly swear the testimony you are about to give before 
this committee shall be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Apxrns. I do. 





TESTIMONY OF A. W. ADKINS, THE KROGER CO., SAN FRANCISCO, 
CALIF.; ACCOMPANIED BY JOHN L. STRUBBE, GENERAL COUNSEL, 
KROGER C0., CINCINNATI, OHIO; AND JOHN N. HAUSER, OF Mc- 
CUTCHEN, DOYLE, BROWN & ENERSEN, SAN FRANCISCO, CALIF. 


Mr. Roosevett. Mr. Adkins, would you identify your title and posi- 
tion, and the address of your office here in San Francisco, and then 
proceed with any preliminary statement you would like to make? 

Mr. Apxrns. I have worked for the Kroger Co. since 1929. I have 


been with the company since 1932 as more or less an assistant buyer. 
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Since 1936, I have had charge of the purchases of Kroger’s west coast 
items. And we only deal in canned and dry fruit. We buy canned 
fruits, canned vegetables, canned pineapple from the islands. And 
then as far as packaged dry fruit. 

I have nothing to do with produce or anything like that. 

Mr. Roosrvett. That is handled by a separate 

Mr. Apxrns. That is handled by a separate subsidiary. 

Mr. Roosreveit. What is your official title with the company ¢ 

Mr. Apxrns. Buyer; west coast buyer. 

Mr. Roosrvetr. Mr. MacIntyre, do you have some questions ’ 

Mr. MacIntyre. Yes, sir. 

Mr. Adkins, will you explain and give a description of your duties 
as west coast buyer. What do you actually do in representing 
Kroger in that regard ? 

Mr. Apxrns. I am in charge of procurement as far as the items 
that I mentioned, as far as the west coast office is concerned. 

Mr. MacIntyre. Just what does that procurement involve? That 
is, how is it operated ? 

Mr. Apxkrns. In other words, any orders that we receive from out 
general office—and we don’t receive any orders from any of our dif- 
ferent divisions or branches. They all come from our general office. 

Mr. MacIntyre. You get directions from the general office of 
Kroger ? 

Mr. Apkins. We get the orders. We are talking about orders 
now. We get the orders, and they are purchased—most of them are 
purchased by myself or by my assistants. 

Mr. MacInryre. In other words, the general office of Kroger in 
Cincinnati informs you what he: vdquarters wishes you to buy for 
Kroger Co. ? 

Mr. Apxtns. We receive the orders. In other words, the way that 
works—and I think I would like to explain it because a lot of com- 
panies work quite a bit different. Our divisions order approxi- 
mately every week. And those orders funnel into our general office in 
Cincinnati. They are accumulated there, and they go through our 
traffic department there. They are sent out to us to the west coast, 
either in straight cars or stop cars, and we buy the items included in 
those orders which we receive. 

Mr. MacIntyre. And aside from telling you what to buy and how 
much to buy, are there additional instructions on what to pay and 
terms to seek ? 

Mr. Apxtns Nothing. I am entirely in charge of that out here. 

Mr. MacInryre. Is it left entirely to your judgment ? 

Mr. Apxtns. Well, I don’t know what you mean left entirely to my 
judgment? 

Mr. MacIntyre. That is, whether to pay the sky as the limit for 
something or try to get a better price. 

Mr. Anxrns. If the price is a sky is the limit, and we need the mer- 
chandise, I will have to pay it. But if I can buy—I try to buy the 
best merchandise that I possibly can at the best possible price. 

Mr. MacIntyre. Well, let us refer to a situation to see if that will 
help explain your duties. What about the cling peach situation? 
There you have had plenty of supplies in prospect. What did you do 
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in the performance of your function in purchasing yellow clings for 
Kroger ? 

Mr. Apxins. What particular period are you talking about / 

Mr. MacIntyre. Well, let us say for the past 12 months. 

Mr. Apxins. The past 12 months? Well, I would say 6 of the past 

12—longer than that—I would say we had a very firm cling peach 
market from October to possibly May or June, until the present crop 
became known, and then there was a weakness in the market, and in 
all probability I was either given a price by another canner a little 
lower than what we call the general market, or possibly I might have 
said, “Well, I don’t think we can move merchandise too well at this 
particular price. Maybe this price might be a little better.” 

And maybe they would go along with it, and maybe they didn’t. 

Mr. MacIntyre. So it became a part of your duties to seek better 
prices in situations where you felt that circumstances, in_your judg- 
ment, warranted you seeking better prices ? 

Mr. Apxins. Whatever the market is at this particular time. 

Mr. MacIntyre. And your judgment determines for you what the 
market should be below the published price, if it should be below the 
published price ? 

Mr. Apxins. I think that is reasonable; yes, sir. 

Mr. MacInryre. In that connection, you seek terms and conditions 
such as advertising allowances, display allowances / 

Mr. Apxrns. We don’t have anything like that, because we handle 
advertised brands, and if we handle advertised brands, that promotion 
or advertising allowance we get is given to everybody as far as adver- 
tised brands is concerned. 

Mr. MacInryre. What about the private label packs you buy ? 

Mr. Apxkrns. There is no advertising or promotion allowance on 
that. I don’t remember ever getting it on that. 

Mr. MacIntyre. What about private label allowances ? 

Mr. Apxrns. I don’t know what you mean by private label allow- 
ance. If you are talking about an outright price as far as a definite 
purchase is concerned, it is possible the price today is not the same as 
the price yesterday. 

Mr. MacIntyre. Buta differential between that and your nonowned 
brands is what I am talking about. 

Is it part of your duties to seek a differential in the prices between 
those applying on the regular advertised brands of your customers and 
the brands of your company ? 

Mr. Apxrins. You are talking about advertised brands versus our 
brands? 

Mr. MacIntyre. That is right. 

Mr. Apxrins. Well, there has more or less been an established dif- 
ferential—I won’t say it has been established—but it has run all the 
way from 25 to 50 cents a dozen, depending on the item, between 
advertised and private brands for years. 

Mr. MacIntyre. It is part of your duties to seek differentials for 
your company ? 

Mr. Avxrns. As far as our brands are concerned—I will buy the 
best possible price I can. 

Mr. MacInryre. It is part of your duties to seek that differential on 
the brands of your company, isn’t it ? 





516 SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 


Mr. Apxrns. I would say that is probably right. I am a buyer. 
I am supposed to. ; 

Mr. MacIntyre. And when you were called upon to comply with 
the subpena from this committee for records of your company, you 
submitted records or arranged for the submittal of records to the com- 
mittee that would disclose what you have done in that regard ? 

Mr. Apxrns. All the records that we have in the office are available 
here that was pertinent to the case, or to the subpena. 

Mr. MacIntyre. What you have brought into the hearing room 
in response to the subpena fully discloses, or those records fully 
disclose all of your activities in the performance of your duties about 
which we have been talking, and particularly as they have been 
performed since January 1957 ? 

Mr. Apxins. No, I wouldn’t say that all the records we have are 
that way, because most of the prices or most of the business is done 
either over the telephone or person to person as far as canner and 
buyer is concerned. There is very little correspondence or wires ever 
pertains to prices. 

Mr. MacIntyre. Aren’t they confirmed in writing to you by the 
suppliers? 

Mr. Apxrns. I have very few confirmations by writing, very few. 

Mr. MacIntyre. Do you pass on to your superiors the information 
that you get about these offers that you get over the telephone? 

Mr. Apxrns. I do. 

Mr. MacIntyre. How do you do that? Do you ever make any 
writings in that regard ? 

Mr. Apxrns. Usually by wire. 

Mr. MacIntyre. Telegram ? 

Mr. Apxrns. Wire, telegram. 

Mr. MacIntyre. And you understood the subpena is calling for 
copies of those telegrams, did you ? 

Mr. Apxrns. I have everything that we had in the office. 

Mr. Roosevettr. Just a minute. All that were kept in the office. 
How about the ones you didn’t keep ? 

Mr. Apxtns. For years, we have never kept over 2 months’ cor- 
respondence and 2 months’ wires. 

Mr. Roosrvetr. Mr. Strubbe, may I then inquire of you, the rest of 
the records are in Cincinnati ? 

Mr. Strusse. Some of those records are possibly in Cincinnati or 
elsewhere, sir, where they were directed. 

Mr. Roosrvetr. Are they to be made available to the committee ? 

Mr. Srrusee. We did not interpret the subpena as calling for any 
records other than those in the possession of Mr. Adkins and in his 
oftice here in San Francisco. Now, it is quite possible that a number 
of documents, wires and so on, were sent from Mr. Adkins to not only 
the general offices in Cincinnati, but to the various divisions and to 
other people. 

It would be, I think, a very, very difficult job to do—not knowing 
when the communication was sent, or where it was sent—of tracin 
it down on the other end from either Cincinnati or in 1 of the 2 
different field divisions that we operate it. 

Mr. Roosrvetr. Are there no copies kept of these ? 
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Mr. Srrusee. Yes, sir, it is possible that they may be kept in Cin- 
cinnati. But Mr. Adkins office corresponds with many individuals. 
Filing systems are different. There is no, in other words—Adkins 
or San Francisco file, that is readily available in any of these other 
offices to trace down. 

Mr. Roosevetr. Mr. Strubbe, just a minute. Do you mean to tell me 
that Mr. Adkins doesn’t keep a copy of any wire he sends out to any 
one of these people or back to Cincinnati ? 

Mr. Srrusse. For only a period of 2 months. 

Mr. Roosevetr. Then what does he do, destroy them ? 

Mr. Strusse. That is correct. 

Mr. Roosevett. Unusual, 

Well, Mr. Strubbe, may we say that the committee does require those 
copies which are available in Cincinnati, and that either the originals 
or copies should be made available to the committee. 

Mr. MacIntyre. I would like to inquire when they will be made 
available, since you have interpreted the subpena as not calling for 
them, and you don’t have them here today. 

Mr. Srrusse. It would take a substantial period of time, sir, to con- 
struct that. As I say—thinking for a moment about the filing system 
we use—Mr. Adkins regularly communicates with any number of 
people in Cincinnati. Most of his communications would be directed 
to some 5 or 6 individuals. I think that we could go through the files 
of those 5 or 6 individuals and produce those within a fairly short 
period of time. I would say 2 weeks or so. But to search the entire 
general office files that we have would be an almost insurmountable 
task, in an effort to get every possible document that could have issued 
from Mr. Adkins’ office in the past 3 years. 

Mr. MacInryre. Are we correct in our understanding, Mr. Strubbe, 
that it would take 2 weeks for you to go back to Cincinnati and to lift 
out of the filing cabinets there the files of the correspondence of Mr. 
Adkins with 6 people in that office? 

Mr. Srrusee. Well, considering the other burdens of the office that 
we have, sir, of the work that we have. I am not trying to be dis- 
respectful of this committee, but we have other communications from 
this committee directed to other subject matter—bakery goods, for 
instance, and we are trying to get that material together for you. We 
have other investigations going on. We also have a normal workload 
that comes through a rather small legal staff. We are trying to co- 
operate as best we could. It would not take 2 weeks—but we do have 
other things we do have to do. 

Mr. Roosrvett. Mr. Strubbe, the committee will instruct you to 
make those available at the earliest time and if possible within the 
2 weeks that you mentioned, and address them, if you would, to the 
House Small Business Committee, Subcommittee No. 5, in room 129, 
House Office Building, Washington 25, D.C. 

Now, the obvious reason for our wanting them to be as complete as 
possible is that in relationship to any complaints made to the com- 
mittee, if we then have to go back and get you to go search again for 
them, instead of having them there, where we can identify them, it 
is just going to make more trouble for you and everybody else. 

Mr. MacIntyre, do you have any further questions ? 
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Mr. MacIntyre. I would like to ask that Mr. Strubbe arrange for 
this to be done in the submission of those documents—that there be 
submitted in duplicate a list, a descriptive list of the documents that 
are thus transmitted to Subcommittee No. 5 in Washington, so that 
there will be no misunderstanding about what is included in your 
submittal on that occasion. 

Mr. Srrusse. I don’t quite understand you, Mr. MacIntyre. 

Mr. MacIntyre. Well, if you have in that list a letter from A to B 
of such-and-such date, we would like to see it in a list so that the 
documents would be listed. 

Mr. Strusse. Surely. 

Mr. MacIntyre. And that a copy of that list be sent under sepa- 
rate cover to the subcommittee so that we will know that the subcom- 
mittee is getting what you understood that you were submitting. And 
also that a copy of that be sent simultaneously to Miss Jane Hicks, 
a staff member of this committee, at the Caravan Lodge in San 
Francisco. 

Mr. Brown. Mr. Adkins, when you buy, say, two carloads of canned 
peaches, and you get the deal you want, then you say on wire Cin- 
cinnati the terms of that purchase. Is that common procedure? 

Mr. Apxins. Well, we may have two carloads already out here. In 
other words, we may have two carloads in today’s wire. And if we 
got two carloads in today’s wire, we place it at whatever the market 
is today. We don’t have to wire them back and tell them. What I 
was referring to was the breaking of new-pack items. In other words, 
before prices—as prices are starting to break on new-pack items, then 
I tell our people in Cincinnati what we can buy such-and-such an item 
at and what the price is. And they, in turn, go to the various divi- 
sions and say, “Here is what we can buy such-and-such an item for.” 
And then, in turn, the division’s order, and then the orders eventually 
come back out to us, and we ship accordingly. 

Mr. Brown. I see. Now, that communication is done by teletype ? 

Mr. Apxrns. Teletype. 

Mr. Brown. Do you keep a copy of what you transmit over the tele- 
typefor60days? Isthatit? 

Mr. Apxins. That is all. We have found, after a good many years 
out here, that if anything is going to happen as far as difference in 
quantity or difference in price, or at like that, it would happen 
within 60 days, and we have a very small building where we are. So 
we just—several years ago we just started cutting down the records 
that we had. All of our bookkeeping, all of our shipping instruc- 
tions, are all intact—as far as correspondence is concerned, 60 days 
is sufficient. We have never suffered by that. 

Mr. Roosrevetr. Mr. Adkins, the committee is going to ask, then, that 
you submit, not exact copies, but the complete records for the last 60 
days from this office. 

Mr. Apxrns. They are here. 

Mr. Srruser. Do you mean all of the files we have, or just those 
documents falling under the subpenaf 

Mr. Roosevetr. Falling under the subpena. 

Mr. Srrusse. They are here, sir, except for certain price lists which I 
talked to Mr. MacIntyre about, and which will be produced tomorrow. 

Mr. Roosrvett. Well, thank you very much, gentlemen. We will 
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excuse you under the same understandings as reached with the other 
witnesses at this time for reappearance when informed by the com- 
mittee. 

And I will submit for the record at this time the copies of the sub- 
penas to be attached to the files of both Mr. Rupert and Mr. Adkins. 

(The documents referred to were marked “Exhibit No. 4” and will 
be found in the files of the subcommittee.) 

Mr. Roosevett. We are running a little bit ahead of schedule. 

Is Mr. Langan here? 

Would you come forward at this time? 

Mr. Manoney. Mr. Chairman, Mr. Brown, and Mr. MacIntyre, I 
am Jeremiah W. Mahoney, a partner of a Boston, Mass., law firm. 
We are counsel for the company. You have summoned Mr. Langan. 
He is here and he has undertaken to comply with the terms of the sub- 
pena. And for the record we didn’t expect to be reached this early 
either. But we have all of the records in the automobile right out- 
side the courthouse, and we will be glad to have them here within 3 
or 4 minutes after we conclude. I spoke with Mr. MacIntyre, counsel, 
in an effort to get some idea of what would be expected today by 
way of procedure, and Mr. Langan is here for such questioning as you 
wish. 

And immediately upon conclusion of this hearing, we will have the 
papers outside the witness room. 

Mr. Roosevetr. Thank you, sir. 

Would Mr. Langan come forward, please, sir? 

Would you raise your right hand ? 

Do you solemnly swear that the testimony you are about to give 
before the subcommittee will be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Lanegan. I do. 

Mr. Roosevett. Mr. Langan, would you identify yourself and your 
title and the address of your office here in San Francisco, and pro- 
ceed to make any such preliminary statement as you wish to make? 


TESTIMONY OF B. W. LANGAN, JR., RESIDENT MANAGER, WEST 
COAST OFFICE, FIRST NATIONAL STORES, SAN FRANCISCO, 
CALIF.; ACCOMPANIED BY JEREMIAH W. MAHONEY, ATTORNEY, 
BOSTON, MASS. 


Mr. Langan. My name is B. W. Langan, Jr. I am the resident 
manager of the west coast office, First National Stores. 

I have been with the company a little over 3 years, and I have been 
manager of this office just a little over 1 year. Mr. Niederkruger 
passed away approximately 1 year ago. 

Mr. Roosevett. Mr. MacIntyre, do you have any questions of Mr. 
Langan ? 

Mr. MacIntyre. Yes, sir. 

Will you explain and describe your duties in that office as manager, 
Mr. Langan ? 

Mr. Lanaan. Yes, sir. I supervise the personnel as well as inter- 
view the suppliers that call on the office. I also go out in the field and 
talk to various plant personnel, accumulate analysis of the general 
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market, and we send that back East in order to keep them fully posted. 

Mr. MacIntyre. What do you do about buying? 

Mr. Lanean. After we have forwarded the analysis of the market 
on the particular items East, they issue to us the estimated require- 
ments for the year, and we, in turn, place those with our suppliers 
that. we have been doing business with for many years. 

Mr. MacIntyre. You place those with suppliers with whom you 
regularly do business ? 

Mr. Lanegan. Occasionally we will do business with a new supplier. 
But, in most cases, we have dealt with the same supplier for quite 
a few years. 

Mr. MacIntyre. Now, when you provide those papphers with those 
estimates, are the suppliers requested by you to make any statement 
of what they will or will not do toward supplying you with those 
estimated demands or requirements ? 

Mr. Lanean. Would you repeat that, sir? 

Mr. MacIntyre. Will you read that back to him? 

(The reporter read from his notes as requested. ) 

Mr. Langan. No. It isa mutual agreement. It is set up on a reser- 
vation basis. And we forward shipping instructions against those 
reservations. 

Mr. MacInryre. Well, will you explain what is meant by the reser- 
vations that are thus made? What are the arrangements about these 
reservations? Will you explain those? 

Mr. Langan. Yes, sir. We would set up, say, a 5,000 case booking 
of spinach with a supplier, and we receive a requisition from our 
eastern office, and—calling for, say, 500 cases. We will issue shipping 
instructions against that particular booking. The actual agreement— 
we send out a signed purchase confirmation, but it is not a binding 
contract on our part. 

Mr. MacIntyre. It is on the part of the supplier, though, isn’t it, 
to supply you as you submit shipping instructions up to this 5,000 
reservation you are talking about ? 

Mr. Lanean. Well, at times they have not had the merchandise. 
But in most cases; yes, sir. 

Mr. MacIntyre. You consider it binding on them up to that limit 
of the reservation ? 

Mr. Lanean. Well, if they get in any complications where the pack— 
they cannot complete their reservation, it is fully understood we don’t 
hold them to it. 

Mr. MacIntyre. Now, that reservation means for shipment as per 
your shipping instructions—at what price, generally ? 

Mr. Lanean. At usually the general market price. 

Mr. MacIntyre. At what time? 

Mr. Lanegan. At the time of shipment. 

Mr. MacIntyre. At the time of shipment. This doesn’t on occasion 

rovide for prices applying at the time the reservation is made, the 
ginning of the packing season ? 

Mr. Lanean. No; that is correct. It is at the time of shipment. 

Mr. MacIntyre. At the time of shipment always? 

Mr. Lanean. To the best of my knowledge—I can’t recall any. 

Mr. MacInrynre. Is it a part of your duties to negotiate terms and 
conditions which would provide your company with better prices than 
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those that are published by that supplier at the time that you are 
ready to issue shipping instructions? 

Mr. Lancan. Well, the normal course would be if there was a price 
in doubt, to call the suppliers and endeavor to find out what the gen- 
eral market would be at that time. 

Mr, MacIntyre. And is the part of your duties to seek a price by 
a with that supplier on that occasion lower than what their 
published offers were ? 

Mr. Lanean. It is the policy of the company to get the lowest pos- 
sible price at the time of the shipment, which would be the market 
price. 

Mr. MacIntyre. It is pat of your duties to do that as the head of 
this western buying office ? 

Mr. Lanaan. It is part of my duties to keep them posted as to the 
market, and consequently I am talking to suppliers at all times. 

Mr. MacIntyre. Well, as the head of this teva office here, it is 
part of your duties to actually secure the very best price you can 
from those suppliers ? 

Mr. Lanaan. Yes, sir. 

Mr. MacIntyre. And that is a part of your regular duties? 

Mr. Lanaan. Yes, sir. 

Mr. MacIntyre. Now, isn’t it a fact that a preponderance of your 
purchases for your company, through this offfee out here, are made 
under private label packs of the brands owned by your company ? 

Mr. paris Yes; almost all of them. 

Mr. MacIntyre. Almost all of them. What percentage would you 
say of the total are under the suppliers’ brands—would it be 5 per- 
cent ? 

Mr. Laneaan. I am really not in a position to even guess, sir. 

Mr. MacIntyre. It would be a very small percentage, though, 
wouldn’t it? 

Mr. Lanean. It would be small; yes, sir. 

Mr. MacIntyre. And in your effort to comply with this subpena, 
you have provided the committee with records from your files which 
would show all of your activities in carrying out tnese duties that 
you have explained ? 

Mr. Lanean. Yes, sir. We read over the subpena carefully and 
have submitted the material we had available. 

Mr. MacIntyre. And you understand that to call for these com- 
munications from your headquarters which authorize you to place 
orders, and to seek offers from your supplier ? 

Mr. Lanean. Yes, sir. 

Mr. MacInryre. And they are included in this compliance? 

Mr. Lanegan. Yes, sir. 

Mr. Roosrevett. Mr. Langan, under the group 4 request of the sub- 
pena, in making these inquiries which you have described to Mr. Mc- 
Intyre, do you have any records under group 4? 

Mr. Lanean. No; we do not, sir. 

Mr. Roosevett. None at all? 

Mr. Lancan. None at all. 

Mr. Roosevett. Have you made any verbal, or had any verbal, 
conferences with competitors in carrying out the duties which you 
have described ? 
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Mr. Lanaan. No, sir. 

Mr. Roosrevett. None at all? Never had any conferences with 
them ? 

Mr. Lanean. No, sir. 

Mr. Roosrvetr. Well, Mr. Langan, if you and Mr. Mahoney would 
make the records you have in your automobile downstairs available, 
we will excuse both of you under the same conditions as described to 
the other witnesses until we so inform you. 

Mr. MacIntyre. Will you deliver those to room 255 ? 

Mr. Manoney. I shall, within 5 minutes. 

Mr. Roosevetr. The record will 

Mr. Manonry. Mr. Chairman, I personally may not be back here 
in November, but Mr. Langan will be—maybe somebody else. I am 
not involved. 

Mr. Roosevett. That is all right. If you want to let him stand 
on his own—— 

Mr. Manoney. He isin good hands. 

Mr. Roosrvetr. The record will show at this time the subpena ad- 
dressed to Mr. Langan. 

(The document referred to was marked “Exhibit No. 5” and will 
be found in the files of the subcommittee. ) 

Mr. Roosevetr. This completes the witnesses arranged and called 
for today. The committee will recess until 9:30 tomorrow mor ning, 
at which time the remaining witnesses will be heard both tomorrow 
morning and tomorrow afternoon. 

(Whereupon, at 4 p.m., the committee recessed, to reconvene at 
9:30 a.m., Friday, October 9, 1959.) 
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FRIDAY, OCTOBER 9, 1959 


House or REPRESENTATIVES, 
SuscomMitTreE No. 5 on Disrriputrion ProBLEMS OF 
THE SELECT ComMiITreEe To Conpuct A StuDy AND 
INVESTIGATION OF THE PropLeMs OF SMALL BUSINESS, 
San Francisco, Calif. 

The subcommittee met, pursuant to recess, at 9:30 a.m., in court- 
room 258, U.S. District Court and Post Office Building, Seventh and 
Mission Streets, San Francisco, Calif., Hon. James Roosevelt (chair- 
man of the subcommittee), presiding. 

Present: Representatives Roosevelt, and Brown of Missouri. 

Also present: Everette MacIntyre, general counsel; Jane Hicks, 
research analyst; Brooks Robertson, analyst. 

Mr. Rooseve.t. The committee will come to order, please. 

At the request of Chief Judge Goodman, I would like to announce 
again today that the rule in the courtroom is that there is no smoking 
allow ved in the courtroom. 

Our first witness this morning is Mr. Swanson, who is in charge of 
the National Tea Co.’s procurement office in Salinas, Calif. 

Mr. Swanson, I believe you have Mr. Lederer, your attorney, with 
you. 

Mr. Lederer, do you care to make an opening statement ? 

Mr. Leperer. Mr. Chairman, members of the committee, my name is 
William J. Lederer. I am general attorney for National Tea Co. 
The subpena was directed to a Theodore M. Find], National Tea Co., 
California procurement office, Salinas, Calif. I just wanted the 
committee to know that Mr. Eind] has not worked for us since last 
January, but Mr. Swanson is now in charge. 

Mr. Roosevert. Mr. Eind] does not w ork for you any more ? 

Mr. Leprrer. No, he has not. since January. We opened this office 
in Salinas in May of 1959, and Mr. Swanson has been in charge since. 

I might say, too, that this office does not purchase from any canners, 
any canned woods, except they did purchase one item, and that was 
174 cases which was offered by a fresh fruit and vegetable shipper. 

We merely place orders for fresh fruit and vegetables in California 
and surrounding States for our branches. This is billed directly from 
the shipper to our branches. We are decentralized. I think I told 
you that in our letter. Our buyers from each branch buy direct from 
anybody they wish. 

That is all I have to say. Mr. Swanson is here, if you would like to 
ask him questions. 

Mr. Roosrvetr. All right, Mr. Lederer. Thank you. 
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Mr. Swanson, would you rise, please, sir, because it is the customary 
procedure for us to swear our witnesses. 

Would you raise your right hand? Do you solemnly swear that 
the testimony you are about to give before this committee is to be the 


truth, the whole truth, and nothing but the truth, so help you God? 
Mr. Swanson. Yes, sir. 


TESTIMONY OF CLARENCE SWANSON, MANAGER OF THE WESTERN 
AREA, NATIONAL TEA CO., CALIFORNIA PROCUREMENT OFFICE, 
SALINAS, CALIF.; ACCOMPANIED BY WILLIAM J, LEDERER, GEN- 
ERAL ATTORNEY, NATIONAL TEA CO., CHICAGO, ILL. 


Mr. Roosrvert. Mr. Swanson, give you full name and address so 
that the reporter may have it for the record. 

Mr. Swanson. Clarence A. Swanson. 

Mr. Roosrve.tr. And your title with the company ? 

Mr. Swanson. Manager of the western area. 

Mr. Roosrvett. And your office? 

Mr. Swanson. Salinas, Calif. 

Mr. Rooseveut. Thank you, sir. 

Mr. Swanson, how long have you been with the company in this 
position ? 

Mr. Swanson. Three years. 

Mr. Roosrvett. Now, I understand from Mr. Lederer’s statement 
that you do not purchase canned goods, but only fresh fruits and 
vegetables. 

{r. Swanson. That is right; just fresh fruits and vegetables. 

Mr. Roosrvetr. And do you purchase for any of the stores of Na- 
tional Tea outside of California 

Mr. Swanson. Oh, yes. The purchases that we do make are for 
branches outside of California. 

Mr. Roosrvett. I see. I think Mr. MacIntyre will have some ques- 
tions. 

Mr. MacIntyre. Mr. Swanson, I believe you said that you have 
been with the company for 3 years? 

Mr. Swanson. Yes. 

Mr. MacIntyre. You have been in Salinas in your present position 
for that period of time? 

Mr. Swanson. No; just about 5 months. 

Mr. MacIntyre. Since May of this year? 

Mr. Swanson. Yes, sir. 

Mr. MacIntyre. What was your position prior to May of this year? 

Mr. Swanson. I was manager of their Lakeland, Fla., office. 

Mr. MacIntyre. Asa purchasing official ? 

Mr. Swanson. Yes, sir. 

Mr. MacIntyre. Purchasing what? 

Mr. Swanson. Fruits and vegetables; fresh fruits and vegetables. 

Mr. MacIntyre. And then you were moved to Salinas? 

Mr. Swanson. I was moved to Phoenix, Ariz. 

Mr. MacIntyre. When? 

Mr. Swanson. In January of 1959. 

Mr. MacIntyre. And from Phoenix to Salinas in May? 

Mr. Swanson. That is right. 
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Mr. MacInryrse. Will you explain and describe your duties in the 
position you hold in Salinas? 

, Mr. Swanson. Well, I manage the procurement office, which pur- 
| chases fresh fruits and vegetables for the National Tea organization. 
We have inspectors on the ground to inspect the merchandise and try 
to buy the top quality merchandise. Then they are shipped to our 
branches, and the shippers invoice our branches direct. tt is merely 
a procurement office. 

Mr. MacIntyre. When you say you attempt to buy the highest 
quality, you also attempt to buy at the best possible terms and condi- 
tions for your company ? 

Mr. Swanson. Yes; we try to buy at the current f.o.b. markets, pre- 
vailing market prices, 

Mr. MacIntyre. And if in your judgment, your judgment differs 
from others as to what the market ought to be, you attempt to get it at 
what your judgment calls for, is that correct ? 

Mr. Swanson. No, that is not the case. We buy on the basis of the 
f.o.b. market each day. There are many times we buy merchandise 
that we don’t know what we are paying until the end of the day. That 
applies to many items. The price is set later on in the day by the 
. shippers. 

Mr. MacIntyre. Are you buying direct from the shippers or do you 
~ primarily through brokers? 


t Mr. Swanson. We buy direct from shippers. 
1 Mr. MacIntyre. You do not buy through brokers at all? 
Mr. Swanson. Occasionally, we may have to buy something from 
a broker. 


‘. Mr. McIntyre. But you avoid that as far as possible? 
Mr. Swanson. Yes; we do. 


© Mr. MacIntyre. Who determines the prices and conditions under 
which you buy for your company ? 

\ Mr. Swanson. We do, at shipping point. The orders are given 
by our branches to our office, and the terms of purchase are left en- 

2 tirely—entirely left to our office. 


Mr. MacIntyre. So your office does make a determination on that? 

Mr. Swanson. Yes; we buy with no—the only stipulation that we 

n get, is that we buy the best merchandise and buy the type of mer- 
chandise that they want. 

Mr. MacIntyre. The terms and conditions are to involve anything 
in the way of promotion or advertising allowance—that is left for 
you to negotiate with the prospective seller? Is that correct? 

9 Mr. Swanson. We don’t get any allowances or any promotional 
preference. There are times when shippers offer us merchandise and 
ask us to make an effort to move. But there are no allowances made. 

Mr. MacIntyre. But any allowance that is made for display, ad- 
vertising, promotion of any kind, it is negotiated through your office 

.S, with the seller, or shipper? 

Mr. Swanson. Yes—if it was offered to us, it would no doubt be 
offered through our office. But we have never had that occasion 
brought up with us. 

Mr. MacIntyre. And it would be negotiated by you in that event, 
since it would be handled through your office? 

Mr. Swanson. Yes. 
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Mr. MacIntyre. Now, you spoke about buying for the National 
Tea organization. That would include the buying for, say, the Miller 
Supermarkets in Denver? 

Mr. Swanson. Yes; it would. 

Mr. MacIntyre. When you attempt to buy for the Miller Super- 
ao in Denver, who places that request with you for that pur- 
chase ? 

Mr. Swanson. The produce buyer at Denver places the order with 
us. He gives us the order to purchase a car or a truck of merchandise. 

Mr. MacIntyre. And who is that? 

Mr. Swanson. Mr. Max Sunshine, or Mr. Bill Sunshine. 

Mr. MacInryre. And does he, in such an event, specify the price 
that he wants you to pay ? 

Mr. Swanson. No. We usually tell him what the market is and 
he goes along and says, “Go and get me a car,” or “Get me a truck of 
merchandise.” But he can’t very well stipulate a price because the 
f.o.b. prices are never certain each day. I mean there are fluctuations 
from morning until evening. 

Mr. MacIntyre. So he tells you to get him a car, irrespective of 
what the market is in Denver ? 

Mr. Swanson. Oh, yes. 

Mr. MacIntyre. Whatever the price is here? 

Mr. Swanson. Irrespective of the market at Denver, that has no 
bearing on what we are paying at shipping point. 

Mr. MacInryre. Whether you buy or not? 

Mr. Swanson. Well, if the market—he will ask us what the market 
is on a certain item, and if he feels that it has a proper price, his ideas 
as to what he can receive at the other end, he will make a purchase. 

Mr. MacIntyre. So his instructions and your response about the 
market will determine on whether you do buy for him in that event? 

Mr. Swanson. Will you repeat that, please? 

Mr. MacIntyre. I say his information to you about the market 
there, and your information to him about the market here will de- 
termine whether he will place the order with you for the car? 

Mr. Swanson. Yes; that usually develops that way. 

Mr. MacIntyre. Now, let us return, again, to the National Tea or- 
ganization. You spoke about buying for the National Tea organiza- 
tion. And you described how you would be buying for the Miller Su- 
permarkets as a unit of that organization. ; 

Since the National Tea Stores are under the common ownership and 
control as Loblaw, Inc., namely, the George Weston, Ltd., interests 
in Toronto, do you 

Mr. Lepverer. I would like to object to that, Mr. Chairman. There 
is no showing that—we operate separately. They may have stock 
interests, but we don’t have anything to do with their organization. 

Mr. MacIntyre. I would like to ask the witness the question. 

Mr. Leperer. I probably know more about that than he does. But 
you can go ahead. 

Mr. Roosevety. Mr. Lederer, if you want to add any further com- 
ment to the witness’ statement, we will be glad to have you do so. 

Would you put the question, again, Mr. MacIntyre? 

Mr. MacInryre. In view of the fact that Loblaw, Inc., is under the 
same control and ownership as National Tea Stores—that is the control 
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of George Weston, Ltd., do you also consider and include in your op- 
erations purchases for Loblaw, Inc. ? 

Mr. Swanson. No; I have no connection with them at all. 

Mr. MacIntyre. What about Loblaw Groceterias? 

Mr. Swanson. None at all. 

Mr. MacIntyre. You have nothing to do with any purchasing for 
either of those two interests ? 

Mr. Swanson. Loblaw—no; none whatever. 

Mr. MacIntyre. Do you make any purchases at all at the instance 
of George Weston, Ltd. ¢ 

Mr. Swanson. No; I do not. 

Mr. MacIntyre. Either for National Tea or anyone else? 

Mr. Swanson. No, sir. 

Mr. MacIntyre. Do you have any correspondence with George 
Weston, Ltd. ? 

Mr. Swanson. No, sir. ; 

Mr. MacIntyre. Any communications of any kind with them ? 

Mr. Swanson. None whatever. 

Mr. MacInryre. Now, a subpena was directed to the Salinas pur- 
chasing office 

Mr. Roosrveit. Before you do that—Mr. Lederer, did you want 
to make a statement ? 

Mr. Leperer. No; I think it has been cleared up by the witness, 
thank you. 

Mr. MacInryre. There was a subpena directed to the purchasing of- 
fice of the National Tea Co. at Salinas. I believe you are here in re- 
sponse to that subpena, Mr. Swanson ? 

Mr. Swanson. Yes, sir. 

Mr. MacIntyre. It called for the production of certain documents 
from the files of the purchasing office of the National Tea at Salinas. 
Did you produce the records that are called for ? 

Mr. Swanson. Yes. We searched our records and we brought 
records which we thought were required. 

Mr. MacIntyre. Do you have them with you? 

Mr. Swanson. Yes. 

Mr. MacInryre. Are you prepared to submit them to the committee 
at this time? 

Mr. Swanson. Yes, sir. 

Mr. Roosrvetr. Are there any parts of the records that you are ina 
particular hurry to get returned to you for operating reasons? 

Mr. Leperer. No. These are all—what we have brought—if you 
know this business it is done by telephone and teletype. We brought 
all our teletypes. We would like them back, because that is the only 
record that Mr. Swanson has of his communications with the branches. 

Mr. Roosrveur. We will see, of course, that they get back to you at 
the earliest possible time. 

Mr. Leperrer. Thank you. 

Mr. MacIntyre. Will you make those available to representatives 
of the staff here at this time, Mr. Swanson ? 

Mr. Leperer. Yes, sir. 

Mr. MacIntyre. Mr. Swanson, in these records you have just pro- 
duced, are there any records there produced responsive to the require- 
ment of the subpena for items under group 4? 
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Mr. Swanson. No. 

Mr. Leprrer. No. 

Mr. MacIntyre. Why? 

Mr. Swanson. Well, we have no meeting or any communications or 
conferences between representatives of other companies. That is the 
only reason. 

Mr. MacInryre. To your knowledge, then, there has been no com- 
munications or contacts between any representative of your company 
and any of its competitors ? 

Mr. Swanson. To the best of my knowledge, none. 

Mr. MacIntyre. Did you search your office for evidence of any 
such records ? 

Mr. Swanson. Yes, I did. 

Mr. MacIntyre. And you found none? 

Mr. Swanson. I didn’t find any. 

Mr. MacIntyre. What about statements of policy of the company 
respecting its purchases which would have been submitted responsive 
to the items called for under group 1? 

Mr. Swanson. Well, any statement of policy was given to me ver- 
bally at the time that I came to Arizona, and then California. I have 
no record of any written policy. 

Mr. MacIntyre. Did you keep copies of any instructions that were 
given you in Arizona about policy ? 

Mr. Swanson. Well, I never got any written records of policy. 

Mr. MacIntyre. You never saw anything in the way of a statement 
of policy by your company that was written about its purchasing? 

Mr. Swanson. Well, the first statement I saw was at the time we 
opened our office in Lakeland, Fla., and the same policies that, were 
in effect for that office were likewise in effect for this office out here. 
When I came out here I don’t know if they had one, but I have 
searched my records, and I have not been able to find it. 

Mr. MacIntyre. The president, the chief executive officer of your 
company, announces policy of the company, doesn’t he ? 

Mr. Swanson. Yes; I believe he does. 

Mr. MacIntyre. Have you seen any of his announcements? 

Mr. Swanson. No, sir. 

Mr. MacIntyre. Have you sought to acquire any copies of any such 
announcements ? 

Mr. Swanson. Well, it has not come up where I require it. I have 
never required it. 

Mr. MacIntyre. You never inquired about it? 

Mr. Swanson. I never thought we required any policy—I mean 
from the standpoint of instructions, from my company. They just 
told me what to do, to come out here and buy merchandise, buy the best 
merchandise possible at f.o.b. market levels. 

Mr. MacInryre. Have you been informed that within the past 12 
months your chief executive officer did announce publicly that there 
was a change in policy on the purchasing by the company ? 

Mr. Swanson. Change in policy? I don’t know of any change in 

olicy. 
z Mr. MacIntyre. That wasn’t communicated to you, then, from 
anyone connected with the company ? 
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Mr. Swanson. It hasn’t been communicated to me—if there has 
been any change in policy. 

Mr. Roosrvetr. Mr. Swanson—perhaps, Mr. Lederer, you might 
want to answer this instead of Mr. Swanson. The statement was 
made by Mr. Lederer that you do not buy there at the Salinas office 
any canned goods. Who does do that purchasing for the company, 
and where? 

Mr. Leperer. Those are bought by the branch buyers direct. Each 
branch buys from any canner they want to. By canner I mean also 
cans and glass. That is our decentralization. We have no home 
office buying at all. We only have about 25 people in our home office. 
Everything is decentralized. 

Pe Rooseveitt. When you say a branch office, you mean a regional 
office ? 

Mr. Leperer. Yes, we have 12 regional offices, either of National 
Tea or one of its subsidiaries. And that has its own buying staff. It 
has its own branch manager, andi ts sales manager, and its own buying 
staff. And they buy from whom they want to. 

Mr. RoosrEvett. Who is in charge of that purchasing for the west 
coast area, including California? 

Mr. Leperer. That would be up to the buyer in each branch. 

Mr. Roosgvett. Who is the buyer for the branch in this area? 

Mr. Leperer. We don’t have anything in this area. The only stores 
we have—we don’t go west of the Rockies. The only stores we have 
would be Denver. 

Mr. Roosevetr. Now, would the Denver office make purchases in the 
California market ? 

Mr. Leperer. I assume they do—California and elsewhere. 

Mr. Roosevetr. Would you furnish the committee with the name of 
the purchaser from the Denver office ? 

Mr. Lepverer. I think I furnished your committee with a list of 
all of them. 

Mr. Roosrvett. Well, I will check that. 

Mr. Leperer. I have a copy of the letter that I wrote to you. 

Mr. MacIntyre. You did mention Mr. Sunshine. 

Mr. Leperer. Yes. I wrote a letter to your committee, in answer to 
your letter, Mr. Chairman, giving a list of the buyers of every branch. 

Mr. Roosevett. It is your opinion, then, that in this instance Mr. 
Sunshine in the Denver office would be the purchaser who would 
make the purchases in this market? 

Mr. Leperer. I don’t know what he would buy—whether he would 
buy—now, you have grocery buyers, and you have fresh fruit and 
vegetable buyers. So I don’t know. Let me look here. In the exhibit, 
exhibit A, page 3, we have four grocery buyers. That was given to 
you. Now, Mr. Sunshine is not listed. He is a fresh fruit and vege- 
table buyer. But he has nothing to do with that. I might say this was 
given to me from the branches—I got this information from the 
branches, that I sent you in the letter. 

Mr. Roosrvertr. And the company maintains no buyer of canned 
goods on “The Street,” as it is known in this area? 

Mr. Leprerer. No—that I know. 

Mr. Roosrvetr. And there is no broker representing the company 
in this area? 
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Mr. Leperer. No, sir. 

Mr. Roosrveir. Mr. Swanson, do you maintain for the company and 
for the various branches any list of comparative prices for a given 
product over a given period of time—let’s say you are buying spinach 
at a certain time, or lettuce, or whatever pr oduct you want to pick. 
Do you keep comparative year to year prices 4 

Mr. Swanson. Well, we keep our market records, which are issued 
by the U.S. Department of Agriculture—we will keep that for a 
certain period of time. But we don’t keep them from year to year. 
We do issue a bulletin to the branches each week, and we might cite a 
market on spinach out of California and spinach out of Texas as a 
comparative basis. But, other than that, we don’t keep any record 
from year to year of any comparative prices that exist. 

Mr. Leperer. I might say that we turned over these marketing let- 
ters to the committee that Mr. Swanson sends to the branches. 

Mr. Roosrverr. You don’t keep any comparative list, though, of the 
price—quite apart from the market price—the price which you 
actually pay for a given product ? 

Mr. Swanson. No. 

Mr. Roosrvett. Mr. Swanson, we would like to reach an under- 
standing with you. The committee will return the early part of 
November, and we would like to reserve under the subpena, without 
going through the process of serving you again, that if the committee 
should need you at that time we will communicate with you and make 
a request that you be present. We will give you ample notice. 

Mr. Leperer. Yes. You can either do it to Mr. Swanson or to me, 
either way. 

Mr. Roosrveir. Thank you very much; you may be excused. 

Mr. Leperer. Thank you. 

Mr. Roosrver. I will submit for the record at this time the copy 
of the subpena to be attached to the files of Mr. Swanson. 

(The document referred to was marked as “Exhibit No. 6,” and will 
be found in the files of the subeommittee. ) 

Mr. Roosrveir. Is Mr. B. C. Sale, of the Winn-Dixie Co., present ? 

Would you come forward at this time, sir, and bring with you your 
attorney ? 

Do you want to make an opening statement ? 

Mr. Bryan. Mr. Chairman, Mr. Brown, Mr. MacIntyre, my name 
is Shepard Bryan, Jr., Jacksonville, Fla. I am counsel for Winn- 
Dixie Stores, Inc. With me this morning is Mr. B. C. Sale, who was 
formerly a buyer for Winn-Dixie, with offices in San Francisco. Mr. 

Sale retired from our company the first of October, and he has been 
replaced by Mr. G. P. Guerin, as buyer in the San Francisco area. 

Mr. Roosrvenr. Is Mr. Guerin present ? 

Mr. Bryan. Yes, he is. 

Mr. Roosrvetr. I wonder if you would ask him to come forward? 

Mr. Bryan. This morning, in response to the subpena issued by the 
committee, Mr. Sale has produced for the committee the documents, 
records, and papers which were described and specified in schedule A 
of the subpena. That is, those records which he maintained in the 
San Francisco office. As counsel for Winn- ‘Dixie, I have assisted Mr. 
Sale and others in the examination and review of these papers which 
have been produced in response to the subpena. In addition, these 
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records contain certain papers which were retained in our offices in 
Jacksonville, Fla. All the records of the San Francisco office which 
we deemed subject to the subpena have been fi tear this morning. 
We have not had the opportunity to complete the review and examina- 
tion of papers which might or might not be applicable to the subpena, 
which were retained in Jacksonville. We have requested these be air- 
mailed to us, and we expect them momentarily. And I spoke to Mr. 
MacIntyre earlier this morning about it, and requested that we might 
have just a few hours to look into those, and produce them as soon as 
possible. 

Mr. Rooseveir. That will be fine. 

Mr. Bryan. Some of the documents, of course, are working papers, 
and we would like to obtain those from the committee as soon as pos- 
sible. In addition, we would like to have the privilege of obtainin 
photostats of correspondence and records which have been produc 
this morning, which will be retained by the committee, in order that 
our files might be complete. I might add that the staff members very 
generously agreed to cooperate with us in this matter. 

Mr. Rooseveitt. Thank you very much, Mr. Bryan. We appreciate 
your cooperation with the committee. 

Mr. Sale, would you just identify vourself, with your full name and 
title and position before you retired, which, I assume, is the same title 
that Mr. Guerin now holds? 

Mr. Sate. My name is B. C. Sale, former west coast buyer, Winn- 
Dixie Stores, Inc., headquarters Jacksonville, Fla. 

Mr. Roosrvetr. You were stationed here, were you not? 

Mr. Sate. I was stationed at the time I was employed with Winn- 
Dixie, at San Francisco, Calif., 25 California Street. 

Mr. Roosrverr. Mr. Guerin, would you give your full name, also? 

Mr. Guertn. Gerald B. Guerin. I was formerly with Winn-Dixie 
Stores at Jacksonville—now located in California, at 25 California 
Street. 

Mr. Roosevetr. Gentlemen, would you both rise and I will swear 
you? 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ¢ 

Mr. Sate. I do. 

Mr. Guerin. I do. 


TESTIMONY OF B. C. SALE, FORMER WEST COAST BUYER, WINN- 
DIXIE STORES, INC., SAN FRANCISCO, CALIF., HEADQUARTERS, 
JACKSONVILLE, FLA.; AND GERALD B. GUERIN, WEST COAST 
BUYER, WINN-DIXIE STORES, INC., SAN FRANCISCO, CALIF.; AC- 
COMPANIED BY SHEPARD BRYAN, JR., COUNSEL FOR WINN- 
DIXIE STORES, INC., JACKSONVILLE, FLA. 


Mr. Roosevetr. Do either or both of you care to make any addi- 
tional preliminary statement ¢ 

Mr. Satv. None for me, thank you. 

Mr. Guertn. No, sir. 

Mr. Rooseveur. Mr. MacIntyre, will you proceed ? 
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Mr. MacIntyre. Mr. Sale, how long were you in charge of the Cali- 
fornia Street buying office? 

Mr. Sate. Approximately 3 years. 

Mr. MacIntyre. Three years ending October 1 this year? 

Mr. Sate. Yes, sir. 

Mr. MacIntyre. Will you explain and describe your duties in that 
position ? 

Mr. Saxe. My duties were to procure supplies of processed foods, 
such as canned fruits, vegetables, canned fish. 

“ry MacIntyre. For all of the stores of the Winn-Dixie organiza- 
tion ? 

Mr. Satz. That is true. 

Mr. MacIntyre. And upon whose instructions did you make those 
procurements ? 

Mr. Sate. The operation as a west coast buyer is to procure for the 
divisions as they order merchandise. 

Mr. MacIntyre. So the orders were placed with you by the di- 
visions of Winn-Dixie, and not through the Jacksonville office of 
Winn-Dixie? 

Mr. Sate. No, sir. They were written by the division, given to the 
Jacksonville headquarters office, and phoned or mailed to our office 
at 25 California Street. 

Mr. MacInryre. Therefore, it is correct to say that all procure- 
ments by you were really on the orders of the headquarters of Winn- 
Dixie out of Jacksonville for and on behalf of the different branches 
of Winn-Dixie? 

Mr. Sate. It is. 

Mr. MacIntyre. And then what did you proceed to do upon getting 
those orders for procurement ? 

Mr. Sate. Fixed at the prevailing market price, date, and time of 
purchase. 

Mr. MacIntyre. Well, did you have any instructions about looking 
into prospective supplies and prospective offerings before the packing 
season was really underway ? 

Mr. Satz. No, sir. 

Mr. MacIntyre. You were not instructed by your headquarters to 
go to suppliers and seek commitments for filling the requirements of 
Winn-Dixie? 

Mr. Sate. Only on a set-aside basis. 

Mr. MacIntyre. That is what I am talking about. You did have 
instructions, then, from the headquarters of Winn-Dixie upon which 
you acted to go to prospective suppliers and seek commitments? 

Mr. Sate. That is true. 

Mr. MacIntyre. For set-asides? 

Mr. Satz. That is true. That is generally the practice in the 
industry. 

Mr. MacIntyre. So you were just following the practice of others 
who were competing here with you in the purchase of merchandise? 

Mr. Satz. That is true. 

Mr. MacIntyre. And when you say competing here with you, they 
were the ones on what is known as California Street ? 

Mr. Sate. That is true. 
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Mr. MacIntyre. Now, will you describe how you performed your 
duties, generally I am talking about, in going to these suppliers to seek 
these set-asides or reservations ? 

Mr. Satz. We simply confirmed to them our estimated requirements 
during the pack season of what we expected to sell. 

Mr. MacInryre. And what did you expect and receive from the 
suppliers in instances in the way of set-asides and commitments ? 

r. Sate. Confirmation by letter. 

Mr. MacInrrre. That they would set aside on call from you a cer- 
tain number of thousands of cases ? 

Mr. Satz. That is true. 

Mr. MacIntyre. And, in general, what were the terms and con- 
ditions? 

Mr. Sate. Price prevailing time of shipment. 

Mr. MacIntyre. What about other terms? 

Mr. Satz. To be competitive with the general market. 

Mr. MacIntyre. In other words, if better conditions were secured 
by your competitors from such supplier, you were, under those terms 
and conditions, to secure the lowest possible price ? 

Mr. Satz. That is correct. 

Mr. MacIntyre. Now, you received, or there was directed to your 
office by the subcommittee, a subpena for records which would show 
your activities in carrying out these duties. Did you receive this 
subpena ? 

Mr. Sate. It was received at my office, 25 California Street. 

Mr. MacInryre. Has there been a compliance made here on your 
part with that subpena ? 

Mr. Satz. There has been. 

Mr, MacIntyre. I believe you left the office October 1, but others 
handled this compliance for you. 

Mr. Sate. No, sir. I was in on the search of the records, and the 
submission of the papers to comply with the summons. 

Mr. MacIntyre. go you handled that personally ? 

Mr. Sate. I worked a good many hours since I arrived. 

Mr. MacIntyre. Mr. Guerin, did you assist Mr. Sale in the per- 
formance of his compliance under the subpena ? 

Mr. Guerrn. Only in a very superficial way—setting them up 
chronologically and that. But not in the examination of the papers. 

Mr. MacIntyre. You have heard his description and explanation 
of his duties. 

You have assumed and now undertaken the performance of those 
duties for the company ? 

Mr. Guerin. That is correct, sir. 

Mr. MacIntyre. To the extent that you have assisted him in pro- 
curing the records from the files of the company in compliance with 
this subpena, you have sought records which would disclose those 
activities ? 

Mr. Guerrn. Actually, sir, I did not examine the records to that 
extent. My part in it was to, where necessary, line the subject matter 
up alphabetically and chronologically, but not in the examination of 
the contents of it. I left that to Mr. Sale. He was familiar with the 
contents of the files. 
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Mr. MacIntyre. And did you make a segregation of any of the 
documents, Mr. Sale ? 

Mr. Sate. Yes, sir, we did. 

Mr. MacIntyre. What did you exclude from those that you turned 
in to the committee in compliance with the subpena ? 

Mr. Sate. Nothing pertaining to the summons. 

Mr. Bryan. Mr. Chairman, I would like to interject one comment 
here, if I may. In my opening statement, I stated that I, as counsel 
for Winn-Dixie, assisted and supervised Mr. Sale and others in the 
examination of the documents to determine which ones would be 
responsive to the subpena. We think that we have made a very full 
and complete disclosure, and I believe that the files which have been 
turned over to the committee will indicate that. 

Mr. Roosrvett. Thank you. 

Mr. MacIntyre. May I ask counsel, as well as Mr. Sale, whether 
Mr. Sale will be available as a witness under this subpena at the 
November hearings? 

Mr. Bryan. I believe that he will be available. We will see that he 
is here, and cooperate fully in that regard. 

Mr. MacIntyre. Mr. Guerin also? 

Mr. Guerin. Yes, sir. 

Mr. Roosrvett. Mr. Sale, in the buying which you have done, and 
particularly in the phase where you ask for reservations, in how many 
instances or what percentage of instances would you say that these 
reservations are a large percentage of the wieitehids supply of that 
supplier? 

Mr. Satz. Would you state that question again, please? 

Mr. Roosevett. When you make a reservation, are there any large 
number of cases in which the reservation that you make for Winn- 
Dixie is a very large percentage of the total available supply of that 
supplier ? 

Mr. Sate. Well, it is a fractional part of the pack of each item 
specified. 

Mr. Roosevett. For that supplier? 

Mr. Sate. No, for the industry as a whole. 

Mr. Roosrvett. I am referring to the individual supplier that you 
make your reservation with. 

Mr. Sars. Well, not knowing the exact quantity packed of each 
size and item by the packer, I could intelligently only give you an 
estimate that it was only a small portion of his pack. 

Mr. Roosevett. In other words, to the best of your knowledge, 
Winn-Dixie does not in essence control the majority of available sup- 
4 any one of your suppliers? 

. Sate. We certainly do not. 

Mr. Roosevett. In making these reservations, am I correct in un- 
derstanding—perhaps I should address this to you, Mr. Bryan—that 
the confirmation by the supplier is, in essence, a contract with Winn- 
Dixie, a binding contract, on their part, but not. a binding contract 
on your part to make, or to take up the reservation, unless you so need 
it, is that correct ? 

Mr. Bryan. Mr. Chairman, I am not entirely familiar with the 
type of contract used in buying on the west coast. But it is my under- 
standing that it is a type of arrangement which either the packer or 
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the buyer may get out from under if too burdensome on either party’s 
part. That is my own understanding of it. The buyer is not obli- 
gated to take all of the set-asides, nor is the packer obligated to fur- 
nish all of the set-asides. 

Mr. Sate. That is correct. 

Mr. Roosrvett. Well, now, is it my understanding, however, if 
he has the available supply he is under an obligation to deliver? In 
other words, suppose you get a set-aside, and your packer has this 
amount available, but he prefers to give it to one of your competitors. 
Does he, in your opinion, have the right to do that and ignore your 
set-aside ? 

Mr. Sate. Under a memo set-aside, the buyer is supposed to order 
against that. If he does not meet the requirements on a basis—if 
he asks for 25 percent of the total set-aside to be shipped within a 
given period, he has the right to cancel out the unused portion. 

Mr. Roosrvett In other words, there is a reasonable period within 
which you must place the order as a firm order in order to make it 
a binding agreement ? 

Mr. Sate. That is correct. 

Mr. Roosevetr. In the matter of the reservations, do the records 
which you have submitted to the committee indicate the amount of 
negotiation that there may be between the canner and you as the 
representative of Winn-Dixie concerning the terms of the set-aside? 

Mr. Sate. No. He asks for your set-aside for that reason, and you 
place it with him. And that is all there is to it. 

Mr. Rooseve.t. You testified a few minutes ago in answer to Mr. 
MacIntyre’s question that the terms of the contract specified—at least 
implied that the price you would pay at that time must be competitive. 
How do you ascertain that it is competitive ? 

Mr. Sate. By the general competitive market among other canners. 

Mr. Roosevetr. Do you make a direct investigation of that, and, if 
so, how do you do it? 

Mr. Sate. At the time we are placing the order, we call over the 
phone, and if there has not been any change from the previous pre- 
vailing price that particular week, we ask if he has any changes. 

Mr. Roosevett. In other words, you check with a competitor of 
your packer to find out at what price he is making similar offers, is 
that. correct 

Mr. Sate. That is right. As we converse across the desk, if he has 
any changes, he reports to us that he wants to change a price up or he 
wants, to reduce the price; he—he then announces to you that is the 
price he is selling and shipping at that particular time. 

Mr. Roosrve.tr. Are you ever in a position of saying to one of your 
packers—when I say your packers, I mean someone with whom you 
have a set-aside—that you have information that the market price is 
lower than the one he hase quoted to you, and that, therefore, you 
want a reduction ? 

Mr. Sate. No, sir; we don’t demand of him that he reduce his 
price. If he hasn’t the general prevailing market price at that time, 
we give the order to the next one on that particular shipping order. 

Mr. MacIntyre. It has been brought to the attention of the sub- 
committee that at the beginning of the shipping season on some prod- 
ucts, if there is in prospect a heavy supply for the shipping season, 
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substantial factors on the buying side have made public announce- 
ments that they will not be in the market at the prevailing price 
because they anticipate lower prices. In such situations, what has 
been your policy ? 

Mr. Sate. We don’t buy until a division gives us an order. 

Mr. MacIntyre. Well, in a situation such as I have described, has 
it been your policy to advise your divisions not to place orders until the 
situation clarifies as to what this prospective price is going to be? 

Mr. Sate. Our general market letter, conditions of the estimated 
pack, covers whether or not he ought to buy heavy or buy light, on 
the basis of whether he needs it or he doesn’t need it at the time. 

Mr. MacInryre. You do not, then, act upon prospective competi- 
tive situations ? 

Mr. Sate. No, sir. 

Mr. MacIntyre. Even though the prospects are that they may lead 
to lower prices very soon ¢ 

Mr. Sate. No,sir. The market letter covers that. And in our files 
that we submitted to you are our regular published price lists to our 
various divisions. 

Mr. Roosrvett. Mr. Brown has some questions. 

Mr. Brown. Mr. Sale, let me get some of these terms straight. 
You call it a set-aside, not a booking, is that right ¢ 

Mr. Sate. It is not classified as a booking. 

Mr. Brown. Because there is no firm price consideration ? 

Mr. Sate. There is no firm price, and it is flexible to the extent that 
you can take it or leave it. 

Mr. Brown. What really, then, is the purpose of the set-aside? Is 
_ just to give the supplier some idea of what the demand is for 
their—— 

Mr. Satz. Well, he has to have some knowledge of what he is 
expected to supply to the trade, and in setting his pack he should have 
knowledge of quantities that he anticipates selling. 

Mr. Brown. Let’s say now there is the XYZ spinach packer, and 
the ABC spinach packer, both competitors. Do you often place a 
set-aside with two firms like that ? 

Mr. Satz. Yes, we do; to try to assure ourselves of enough mer- 
chandise to keep from running out. 

Mr. Brown. Well, won’t there be some overlapping there? In 
other words, say you think—history indicates that you need 5,000 
cases of spinach, and you might place a 5,000 set-aside with one firm 
and 5,000 with another, might you not ? 

Mr. Sate. That is true. But we try to estimate as near to our 
estimated sales as possible without giving too large a set-aside that 
we are not going to use. 

Mr. Brown. But there is danger of an overestimate because of fear 
that one supplier might not be able to supply it, is there ? 

Mr. Sate. That could happen. But we try to avoid that as much 
as we can. 

Mr. Brown. Now, is there ever a bookkeeping operation in this in- 
dustry? In other words, have you ever booked 5,000 cases of spinach 
in consideration of a good price offer ? 

Mr. Satz. We have bought on a firm commitment at a time when 
we feel that the market is getting ready to advance—we have bought 
and shipped to our division. 
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Mr. Brown. Maybe I didn’t make myself clear. I mean before the 
pack starts, the actual processing operation—when the crop is just 
about ready for harvest—do you ever book a given number of cases of 
any item at a firm price at that point ? 

Mr. Satz. No, sir. 

Mr. Brown. Never do? 

Mr. Sate. No, sir. 

Mr. Brown. Is that the general practice in the industry? 

Mr. Sate. I can’t answer for the industry as to our method of 
operation. But others would have to give youthat information. Iam 
not in a position to do so. 

Mr. Brown. I think awhile ago counsel asked you if you ever with- 
held from the market because you might hear that the market is going 
down or something—I think you answered that you buy only when 
the divisions order. 

Mr. Sate. That is correct. 

Mr. Brown. But now you have a tremendous influence on when 
the divisions order, through your market letter. 

Mr. Saxe. Well, you can’t operate a store without merchandise, and 
you can just go so long before the man has to replace his stock. And, 
normally, the time from the coast is 14 days by rail. And if you get 
any shorter, around 2 weeks, you are going to be out of merchandise 
before you can put it back on your shelf. 

Mr. Brown. Well, that is true. But still you have, in effect, from 
time to time, through the newsletter, or market letter, as you call it, 
informed your people “Buy whatever you absolutely have to have, 
but. don’t go overboard right now, things are going to be better later 
on”—haven’t you ¢ 

Mr. Sate. Yes; in our market letter there is a tendency to gain that 
impression. 

Mr. Brown. Then some times when it looks as if it is right, you say, 
“Pull out all stops and get whatever you need right now ¢” 

Mr. Saute. We advise them to that effect, to get an order in. 

Mr. Brown. So in a very real sense, you do have an effect on what 
these divisions order ? 

Mr. Saxe. That would be an indirect effect, I would say. 

Mr. Brown. Thank you. 

Mr. Roosrvett. Mr. Sale, do you make any memorandums of your 
discussions or your negotiations with the packers? You telephone 
conversations ? 

Mr. Sate. If I jot a note down at the time I am talking with some- 
one, that is thrown away by the time the next day arrives. 

Mr. Roosevett. So there are no records available of these telephonic 
negotiations with your 

Mr. Sate. No; I am sorry, there are not. 

Mr. Roosrvetr. Mr. Bryan, may it be understood that the subpena 
is not vacated, and that we would like to apply it to Mr. Guerin also, 
but we will excuse all of you at this time, and notify you at what time 
the committee will reconvene in November, and what time we would 
request Mr. Sale and Mr. Guerin’s presence again ? 

Mr. Bryan. We will be glad to cooperate with the committee in 
making both available. 

Mr. Roosrvett. Thank you, gentlemen. 
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The subpena will be attached to the file and will be retained by the 
subcommittee. 

(The document referred to was marked as “Exhibit No. 7” and wiil 
be found in the files of the subcommittee. ) 

Mr. Roosrverr. Is Mr. Harris Dodd present ? 

Mr. Dopp. Yes, sir. 

Mr. Roosrvett. Mr. Dodd, would you first identify yourself, your 
full name and your title and your address here in San Francisco? 

Mr. Dopp. My full name is M. Harris Dodd. I am west coast buyer. 
Colonial Stores, Inc. My office is 25 California Street, room 348. 

Mr. Roosevetr. Mr. Dodd, would you raise your right hand ? 

Do you solemnly swear that the testimony you are about to give 
before this committee shall be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Dopp. I do. 


TESTIMONY OF M. HARRIS DODD, WEST COAST BUYER, COLONTIAT. 
STORES, INC., SAN FRANCISCO, CALIF. 


Mr. Roosrvett. Mr. Dodd, do you care to make any preliminarv 
statement, sir? 

Mr. Dopp. I don’t believe I do. 

Mr. Roosevetr. You are the west coast representative of Colonial 
Stores, and you do the buying for them from your office here in San 
Francisco ? 

Mr. Dopp. That is correct. 

Mr. Roosrvett. You have heard the testimony, I believe, of the 
other witnesses this morning. Are there any fundamental differences 
in your operations from those that you have heard described by the 
representatives of Winn-Dixie and National Tea Co. ? 

Mr. Dopp. Basically, I would say they are pretty much the same. 
If you would care to get into an individual question, I would be glad 
to assist in any way can. I would not want to categorically say that 
every operation in its finest detail is the same, because they vary to 
different degrees and ways. But, as a broad principle of procuring, 
on that phase only, I will answer yes. 

Mr. Roosrvett. In other words, we will do the best we can to find 
out what the differences are? 

Mr. Dopp. I will answer any questions as intelligently as I can. 

Mr. Roosevert. All right. I will let Mr. MacIntyre ask the 
questions. 

Mr. Dopp. Fine. 

Mr. MacIntyre. Mr. Dodd, will you explain and describe any 
differences in your purchasing activities from those described by 
Mr. Sale, the preceding witness ¢ 

Mr. Dopp. I think I can hurry through with it to say that we, too, 
operate on the principle of set-aside bookings. That is more or less 
a moral obligation both ways—to see that you have sufficient product 
necessary to serve your stores, as that is the primary function of this 
office. In addition to buying, I would say it is just as important, 
and even more so, the ability to consolidate cars from various ship- 
ments and get a faster turnover of product, thus making it more 
advantageous—because the faster you turn money, the more you can 
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make off of it. So there is a turnover factor of getting half a dozen 
people consolidating the cars in this great northwest and California 
area, rather than having to overload on one given product. 

Mr. Roosevett. That also assists you in getting a better price? 

Mr. Dopp. No. 

Mr. Roosrvetr. You don’t get a better price for a carload order? 

Mr. Dopp. I hardly think you would get a better price to put 200 
cases in a car against a carload. 

Mr. Roosrvett. I thought what you were saying was you tried to 
consolidate it to get a carload. 

Mr. Dopp. No, my point is this. We have certain things—we work 
on turnover in the dhaleuteen industry. And it is not necessary if 
you move 50 cases of a certain kind of fruit, you certainly would not 
buy a carload. That is not in keeping with good business judgment 
of turnover in chain operations. It is more the fact that you can start 
a car one place and stop over and pick up and go East. ~It is a con- 
solidation practice used in the industry, whether under one label or 
a group of labels. There is no price concession whatever, please. 

Now, we operate very much, and we buy market price at time of 
shipment. Market price time of shipment oftentime is left to our 
judgment—what is market price? We buy exactly on the same basis, 
market price at time of shipment. If we make a set-aside book- 
ing, we intend and live up and try to use everything we ask for. 
And I think our suppliers, within the limit of what they can control, 
can answer as to how they feel; they try to furnish us what they can. 
However, I couldn’t answer for them. 

Mr. Roosevett. What is market price, in your opinion ? 

Mr. Dopp. Well, I would say market price, if you are ready to ship, 
is what you can ship at. I couldn’t define the market price on any 
one day and be absolutely positive. The people selling call you over 
the phone, tell you they have certain prices. You make a pencil 
note of that, or memorandum. You don’t keep those memos. And 
then working day by day in the market, you know pretty well what 
the prices are. It doesn’t mean we always ship at the lowest price. 

Mr. Rooseveitt. How do you find out—when you say working day 
to day you know what is competitive. What do you mean by that? 

Mr. Dopp. I find that the suppliers are most anxious to keep you 
posted on what they have to sell. 

Mr. Roosevett. In other words, you get so many inquiries or offers 
that you are in a position to know pretty much what the competitive 
position is of each offer ? 

Mr. Dopp. I get lots more offerings than we are able to buy. 

Mr. Roosevett. Now, do you make any independent investigations 
of your own outside of those that come in from the offering side? 

Mr. Dopp. No; I think it is broad enough for me to decide whether 
or not that is the price we pay. The first thing we do is fill the 
order. Regardless of price, the order is filled. 

Mr. Roosrvett. The order that you receive—— 

Mr. Dopp. Received from our regional headquarters. We operate 
from the regions, and our company happens to have three—Atlanta, 
Ga.; Norfolk, Va.; and Cincinnati, Ohio. The order comes in for an 
amount. We then fill the order. The matter of price is left to our 


office. 
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Mr. Roosrvett. Now, do you advise those regional offices as to cer- 
tain advantageous offerings which may be, in your opinion, about to be 
available? , 

Mr. Dopp. I do. And I will present that record to this committee. 

Mr. Roosevett. Thank you. 

Mr. MacInryre. Mr. Dodd, the requests for the procurements you 
make come in from these three regions of Colonial Stores ? 

Mr. Dopp. That is correct—for the shipments, for the record. 

Mr. MacIntyre. Well, aside from shipments, the statements of 
policy you are to use in making procurements, do those statements of 

olicy come from all three regions, or merely from the Atlanta 

eadquarters ? 

Mr. Dopp. There is no statement of policy. When I left the head- 
quarters to come out here June 1 my instructions were to go out and 
represent the company with dignity and operate that office. I have 
no instructions. 

Mr. MacIntyre. To get the topmost quality at the best price? 

Mr. Dopp. I did not state that in my original statement. I said rep- 
resent the company with dignity, and procure good merchandise, the 
kind we want under our label. There is nothing said about the best 
price. They naturally assume I am going to do the best job I can for 
the company, within the scope of good business judgment and the 
Government laws. 

Mr. MacInryre. That would include the getting of the best quality 
merchandise at the best price. 

Mr. Dopp. It would be the best quality merchandise at a fair price. 

Mr. Roosevett. Wait a minute—what do you call a fair price? 

Mr. Dopp. I would say it is the going price in the market. If they 
call and make me an offer and they want to sell, and I consider that the 
best price I have been offered that day, I buy at that price. We book 
our product with more than one company. We will take a thing like 
peaches and probably have five different companies, so the different 
people call and tell us the price. 

Mr. MacInryre. Has it been your experience that quite frequently 
this market price you described in answer to the chairman’s question 
is different from that which appeared on the printed price list you 
previously received ? 

Mr. Dopp. I am not familiar with that, because I don’t sit down and 
go over all the price lists. If I read all the different things that came 
in, I would never know just exactly. I am not familiar, and cannot 
answer that question. 

Mr. Brown. May I interrupt right there, Mr. Chairman? I am 
interested in this “What the market price is.” 

You say when you make a set-aside booking you consider that to be a 
moral obligation. 

Mr. Dopp. Yes, sir; that is right. 

Mr. Brown. Let’s say you have a set-aside for 5,000 cases of tomatoes 
with the XYZ packers. You want 500 of those shipped. So you call 
him and tell him you want 500 shipped. Is that the way it works? 

Mr. Dopp. We send him a purchase order. 

Mr. Brown. You send him a purchase order. And, of course, you 
want to know what the price is. 
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Mr. Dopp. I use the last price, Mr. Brown, that has been quoted 
by him. 

Mr. Brown. By him? 

Mr. Dopp. That is correct. 

Mr. Brown. All right. Then let’s suppose that the next day, or, 
rather, the day before you placed this 500 shipment, the ABC company 
seller calls you and says, “We have got a real good deal on tomatoes. 
We will let you have them for $2.95.” Then the next day your booked 
supplier says they are $3. Do you ever say to him, “Now, wait a 
minute. You are 5 cents out of line here”? 

Mr. Dopp. I do not. 

Mr. Brown. You don’t? 

Mr. Dopp. We stick with our booked suppliers. Only this week, 
I shipped a product higher than I could have bought from another 
one of the shippers, because I had another product from that company. 
We wanted to fill an order and I shipped at a higher price. 

Mr. Brown. In other words, if everybody sticks with his supplier 
with whom he has that booking: 

Mr. Dopp. I can’t tell you what prompts a person to raise or lower 
a price in the canning industry. They will have to answer that. I 
don’t know why. 

Mr. Brown. You have never in your career out here ever said to a 
supplier that he was too high ? 

Mr. Dopp. No. I just tell the supplier he did not get the business—I 
ship from the other fellow. I have bookings in several places. 

Mr. Brown. In other words, that booking is not too much of a moral 
obligation when there is money involved? 

Mr. Dopp. Oh, yes; it is a moral obligation. Experience, Mr. 
Brown, has taught that they are just as interested in moving the 
product as we are getting it, and when you do business with good 
people and you don’t ship for a period of time they will come in and 
usually give you the prices. But it is entirely up to them to make their 
prices. 

Mr. Brown. You never, to your knowledge, have told the supplier 
that you had an offer that was better than his? 

Mr. Dopp. I don’t discuss my business with other suppliers between 
suppliers; no, sir. It is whether I want to buy or don’t want to buy. 
ir. Brown. He gets the idea pretty fast when you don’t buy? 

Mr. Dopp. As to what idea he gets, I couldn’t answer that. I am 
answering things I know. 

Mr. Brown. Thank you. 

Mr. Roosrvett. Mr. Dodd, you stated a few minutes ago that you 
do this all by scratch pad, and throw it away. You don’t keep any 
records. How do you remember what the price is he has quoted, the 
— he quoted to you? 

r. Dopp. In the case of the frozen food end of our operation, which 
is a little bit different from the canned goods, I have those files with 
me, and will present all of the letters to this committee. In the case 
of the other, usually it is on the cards where you keep a runnin 
record—just make a pencil note. But all the records I have aaetee 
of the office that I have pertaining to this I am prepared to present to 
this committee, have them with me, and if anything is left out I would 
be most happy to get that if the committee will just ask me for it. 
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Mr. Roosrvetr. We appreciate that offer, Mr. Dodd. 

One other question. Is there much change or turnover in your sup- 
pliers? In other words, do you find that. you stick with a supplier 
pretty much through thick and thin? Or do you find that for 
competitive reasons you are required to make rather rapid changes in 
the list of your suppliers ? 

Mr. Dopp. Not wishing to prolong the court, and just for the rec- 
ord, I would say that my company received the first carload of mer- 
chandise ever shipped by Stokley outside of the State of Tennessee 
50 years ago—we are still doing business. Our list of suppliers stays 
pretty constant. We are doing business in this office with basically 
the same ones we have had for many years. We do, from time, to 
time, as our business increases, hold our office open and ‘do take on new 
sources of suppliers, and we always are ready to listen to anyone who 
cares to do business with us. But we try to operate so that we stick 
with suppliers for long periods of time. But we are not married to 
them. Itisamutual proposition, Mr. Roosevelt. 

Mr. Roosrvetr. Mr. Dodd, what are the sources through which you 
inform yourself as to whether or not you are maintaining a competi- 
tive position with your competitors—in other words, other buyers ? 

Mr. Dopp. Please repeat that statement. 

Mr. Roosevert. Through what sources do you inform yourself 
whether you are doing as good a job as a buyer as toa representative 
of Winn-Dixie or some other operation ? 

Mr. Dopp. I have no way of knowing. 

Mr. Roosrverr. You have no way of know ing? 

Mr. Dopp. I wish I did know whether I was competitive. I try to 
do a good job. I don’t know. 

Mr. Roosrvett. Do you think the home office has some way of 
knowing? 

Mr. Dopp. Well, I was in the home office for quite a few years, 42 
to be exact, and within the scope of my knowledge they have no way 
of knowing. I have been merchandising manager for 12 years and 
head of the buying for 17 prior to that. Not for the purpose of stat- 
ing my personal history, but to explain within the scope of my knowl- 
edge, they have no way ‘of knowi ing what the competitors do. 

Mr. Roosevetr. It isa very strange business. 

Mr. Dopp. It isstrange. 

Mr. Roosrevett. Mr. MacIntyre? 

Mr. MacInryre. How long have you been in your present position 
in the buying office here? 

Mr. Dopp. June 4 this year, Mr. MacIntyre. 

Mr. MacInryre. Who preceded you? 

Mr. Dopp. Mr. W. N. Heflin. He is in Norfolk, Va. He was here 
for 11 months. 

Mr. MacIntyre. He is now the principal regional buyer at 
Norfolk ? 

Mr. Dopp. That is correct. We had a little organizational change, 
and I had the pleasure of coming to California, so I took advantage 
of it. 

Mr. MacIntyre. And that was 11 months ago? 

Mr. Dopp. No, sir, June 4. 
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Mr. MacIntyre. How long prior to that was Mr. Heflin in this 
office ¢ 

Mr. Dopp. Mr. Heflin was here 11 months. 

Mr. MacIntyre. You have been here 11? 

Mr. Dopp. No, 4 months. 

Mr. MacInvryre. And he was here 11 months ? 

Mr. Dopp. Eleven months. 

Mr. MacIntyre. And who was his predecessor in office ? 

Mr. Dopp. Mr.S. Lee Pender. 

Mr. MacIntyre. Of the family that operated the Pender Stores? 

Mr. Dopp. He was a cousin to Mr. Dave Pender who was the prede- 
cessor of the present Colonial Stores. And he was with the company 
some 35 years. 

Mr. MacInryre. And he opened this buying office for Colonial 
Stores / 

Mr. Dopp. He did. 

Mr. MacIntyre. When was that ? 

Mr. Dopp. It was in the fall of 1956, I believe, and I would like to 
ask permission of the committee to be positive. It is approximately 
the fall of 1956. But I do not answer that as a positive statement. 

Mr. Roosrvetr. That is sufficiently accurate. 

Mr. MacIntyre. Now, in your negotiation of purchases for your 
company, you make requests for the furnishing of merchandise 
bearing the private label of your company / 

Mr. Dopp. I do. 

Mr. MacInryre. That is the Colonial Stores label ¢ 

Mr. Dopp. It is Colonial Stores and Red Gate. Red Gate is a sec- 
ondary label. 

Mr. MacIntyre. In that connection, do you negotiate with the sup- 
plier for a discount or an allowance for the use of that label ? 

Mr. Dopp. I have specific reasons to ask that you repeat that state- 
ment, and then I will answer it. 

Mr. MacInryre. Will you read the statement, Mr. Reporter / 

(The reporter read from his notes as requested. ) 

Mr. Dopp. I mention that so that I may interpret it in the broad 
form. Are you referring to advertising and promotional allowances 
of our label ? 

Mr. MacInryre. Let us start off with that interpretation. 

Mr. Dopp. All right. I did not negotiate this, but I do say it for 
the record, there is one item, pink salmon. I am prepared, if the 
committee requests it, to give names. It is our own label, which is 

ted Gate. There is and has been in effect an advertising and promo- 
tion allowance which we submit in accordance with Government regu- 
lations in proof that we did advertise and spend the money. And the 
agreement is made with Walter P. Shiel, Seattle, Wash. ‘The name of 
the packers that he represents are the San Juan Fishing & Packing 
Co. of Seattle, the Fisherman’s Packing Corp., Anacortes, Wash. 

That is the only one within the scope of my knowledge on private 
label which has any bearing with the west coast or with the com- 
pany—lI say within the scope. 

Mr. MacInryre. In those situations, your agreement with him is 
that he will make an allowance to your company for advertising goods 
that he packs for your company under a label owned by your company ? 
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Mr. Dopp. It was a very strong competitive packers situation of pink 
salmon in the area we operated. We wanted to establish our label a 
number of years back. And in assistance with the company, and 
conformity with all Government rules and regulations, within the 
scope of our legal advice and his, we do advertise and promote our 
label. And that isthe only item. 

Mr. MacInryre. And under the arrangement with him, he makes 
an allowance to you covering the cost of that promotion ? 

Mr. Dopp. He pays us for the promotion, and we send bills of proof 
positive that we do the work. 

Mr. MacInryre. Now, aside from the Red Gate label, isn’t it a 
part of your duties, as head of the Colonial Stores buying office here, 
to secure advertising allowances from packers of canned fruits and 
vegetables ? 

Mr. Dopp. I make no attempt and have made no attempt to secure 
any advertising allowances from packers of fruits and vegetables 
under our private label. 

Mr. MacIntyre. What about frozen foods? 

Mr. Dopp. None whatever. 

Mr. MacIntyre. Did you secure them ? 

Mr. Dopp. Do I secure advertising? I just stated I did not. 

Mr. MacIntyre. Do suppliers as a part of their terms and condi- 
tions allow Colonial Stores an allowance for the use of its label ? 

Mr. Dopp. I believe for the record I stated the only one was this 
one case in which I gave specific evidence. There are no others within 
the scope of my knowledge. I cannot answer something I don’t know. 

Mr. MacIntyre. There are no other advertising allowances received 
by Colonial Stores for its private label packs, then, from any other 
supplier ? 

Mr. Dopp. Within the scope of my knowledge and years of experi- 
ence, there is not, within that scope. 

Mr. MacIntyre. On any product, whether it is frozen foods, canned 
goods, or salmon, or anything else? 

Mr. Dopp. There is no other. 

Mr. MacIntyre. Is it a part of your duties to negotiate other terms 
and conditions, including advertising and display allowances? 

Mr. Dopp. I previously stated there was not. That is a repetition 
of what I just answered. 

Mr. MacIntyre. What about terms and conditions beyond promo- 
tion and allowances, advertising allowances? Are other terms nego- 
tiated by you? 

Mr. Dopp. No negotiation. We pay what the packer says his prod- 
uct is worth. 

Mr. MacInryre. What about freight allowances? 

Mr. Dopp. No connection, nothing. 

air. MacIntyre. What about terms and conditions for pooling of 
cars ! 

Mr. Dopp. None whatever. 

Mr. MacIntyre. You received a supbena for the production of 
records to the committee today ? 

Mr. Dopp. I did. 

Mr. MacIntyre. And those records you are producing? 

Mr. Dopp. I have them with me and will produce them. 
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Mr. MacInryre. And they will reflect, to the extent that you have 
records which will reflect any of your activities—they will reflect the 
activities of yourself you described ? 

Mr. Dopp. This is absolutely right. 

Mr. MacIntyre. Now, in this subpena, there was a requirement for 
you to produce what was known as items under group 4. Do you 
have records with you? 

Mr. Dopp. I have none whatever under group 4. 

Mr. MacIntyre. Why? 

Mr. Dopp. Because there are none within the scope of my knowl- 
ss, I have none. 

Mr. MacIntyre. You haven’t any? 

Mr. Dopp. No. If there had been any records, I would have pre- 
sented them to this committee. I respect the wishes of the committee. 
If there had been, I would have presented them. 

Mr. MacIntyre. What about those items called for under group 1— 
that is statements of policy of the company? Have you produced any 
records on that ? 

Mr. Dopp. There is no written policy of the company as regards how 
Iam to buy merchandise. 

Mr. MacIntyre. Those items called for under | ore 2 2 are the 
communications between you and other officials of your company. 

Mr. Dopp. Ihavethose. They are in evidence. 

Mr. MacIntyre. Under group 3, the records of communications be- 
tween you and suppliers. Those you have produced? 

Mr. Dopp. If I have any, I have produced those, also. 

Mr. MacIntyre. They would include communications in the form 
of confirmations from your suppliers noting that you had given them 
shipping instructions? 

Mr. Dopp. I understand from the thing that orders and invoices 
were not required—it was specifically stated. 

Mr. Macintyre. That is correct. 

Mr. Dopp. We can make available, if you so desire, invoices and 
purchase orders. But I did not make them a part of my report, be- 
cause it specifically stated they were not needed. 

Mr. MacIntyre. That is correct, Mr. Dodd. The committee made 
it clear that they were not requiring the production of invoices or 
routine purchase orders. I believe my question, though, went to letters 
of confirmation from suppliers in response to your shipping orders. 

Mr. Dopp. They do not issue letters of confirmation. They just ship 
the merchandise. 

Mr. MacIntyre. Mr. Dodd, do you recall that I was in your office 
a few days ago? 

Mr. Dopp. Yes;Ido. Ihad that pleasure. 

Mr. MacIntyre. Do you recall that I did look at some letters of con- 
firmation from some of your suppliers? 

Mr. Dopp. The letters you locked at, if that is what you call, I have 
those files—I took them out of my bottom drawer and brought them. 

o— eee So they have included, then, confirmations from 
suppliers 

r. Dopp. In your terminology, if that is what it is, you have those, 
because I brought them. I asked you what you wanted, and I picked 
them up and brought them. 

Mr. Roosevett. Mr. Dodd, under the same agreement that we have 
made with the other witnesses, we will excuse you at this time without 
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excusing you from the subpena, and we will notify you when the com- 
mittee will return and require your presence. 

Mr. Dopp. I will be most happy to be with you. 

Mr. Roosevett. Thank you very much, sir. 

We will include the copy of the subpena to be attached to the files 
of Mr. Dodd. 

(The document referred to was marked as “Exhibit No. 8,” and will 
be found in the files of the subcommittee. ) 

Mr. Roosevett. The next witness before the committee will be 
Mr. A. G. Paxson. 

Will you come forward, sir? Would you identify yourself, sir? 

Mr. Giurmran. Mr. Chairman, Congressman Brown, Mr. Mac- 
Intyre, my name is A. E. Gilfillan. I am assistant secretary and 
ones for American Stores Co., whose main office is in Philadelphia, 

a. 

Seated at the table is Mr. A. G. Paxson, who is in charge of the 
company’s west coast office, located at 110 Market Street, San Fran- 
cisco, Calif. 

I would like to make a preliminary statement with reference to 
the subpena. The records which we have produced in answer to the 
subpena are the records contained in the west coast office of the 
company. The records in the main office of the company which would 
deal in any way with this matter would simply be duplicates of some 
of the records that Mr. Paxson has in the west coast office, and there- 
fore we do not feel that the committee would want duplicates of 
those records. 

In addition, the company does not keep correspondence, memor- 
anda, or other data beyond the current year and one previous year. 
So that as far as the year 1957 is concerned, there are no existing 
records of the nature covered by the subpena. 

I have present with me some of the original documents. I had 
hoped to have all of the rest of them. We have sent them out to be 
reproduced. They were promised to be returned. As of this morn- 
ing, we were advised the balance of them will be returned to us on 
Monday morning, and we will then make them available to the com- 
mittee at whatever address the committee might suggest they be sent. 

Mr. Roosevetr. Mr. Gilfillan, a member of the staff will be in touch 
with you as to where they should be delivered. 

Mr. Ginrmian. Will you ask the members to be in touch with Mr. 
Paxson, because he will be in California, and I hope to be in Philadel- 
phia. 

Mr. Roosrvetr. Yes. 

Mr. GiuF1LuANn. Thank you. 

Mr. MacIntyre. Mr. Chairman, may we make the arrangements 
now as to the time and place of that submission by Mr. Paxson? 

Mr. GitrmLan. We have been promised by the reproducing com- 
_ they will be available Monday morning. Now, conceivably 

ause of the extent of the records, it could be a little later. That 
is the statement to us. The minute they are available, Mr. Paxson 
can get in touch with the individual of your committee involved. 

Mr. MacIntyre. May we make the time, then, for Tuesday morn- 
ing, and make it specific, definite, and final, as to time and place? 

Mr. GirFiiuAn. That will be fine. 
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Mr. MacInryre. And that will be the witness room, 251, on this 
floor. 

Mr. GitFittaNn. Will you make a note of that, Mr. Paxson ? 

Mr. MacIntyre. Witness room 251, on the second floor of this 
building at 10 a.m., Tuesday of next week. May we have the under- 
standing they will be delivered at that time—the last of the records ? 

Mr. Girittan. That is the understanding. Thank you very much. 

Mr. Roosrvetr. Thank you, Mr. Gilfillan. 

Mr. Paxson, would you state your full name and the position that 
you hold with American Stores, and your address, for the record ? 

Mr. Paxson. Yes,sir. A.G. Paxson, west coast manager, American 
Stores buying office, 110 Market Street. I have been with them since 
September 1, 1946, when the office was opened. 

Mr. Roosrvett. Mr. Paxson, would you rise, please. 

Do you solemnly swear that the testimony you are about to give 
before this committee will be the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Paxson. I do. 


TESTIMONY OF A. G. PAXSON, AMERICAN STORES, SAN FRANCISCO, 
CALIF.; ACCOMPANIED BY A. EDWIN GILFILLAN, ASSISTANT 
SECRETARY, AMERICAN STORES, PHILADELPHIA, PA. 


Mr. Roosrvett. Mr. Paxson, do you care to make any further pre- 
liminary statement ? 

Mr. Paxson. No, sir. 

Mr. Roosevett. We will be happy to hear you. 

Mr. Paxson. No, sir. Goright ahead. 

Mr. MacInryre. Mr. Paxson, I believe you said you have been the 
head of the buying office for the American Stores, at 110 Market 
Street, San Francisco, since 1946. 

Mr. Paxson. September 1, 1946. 

Mr. MacIntyre. Will you explain and describe the duties of your 
position to the committee. 

Mr. Paxson. Well, of course the basic function is the buying of 
merchandise, covering not only canned goods and dried fruits, but 
frozen foods as well, of all the items we use from the west coast area— 
that is, Washington down through California. In addition to that of 
course the supervision of shipments to the various zones, the contact- 
ing of the canners regarding their packs, and of course the function 
of attending all conferences and festivities—you might call them— 
is really what they are, of the industry. 

Mr. MacInrynre. Is it a part of your duties to receive from officials 
of your company instructions for purchases ? 

Mr. Paxson. Yes: through the Philadelphia office. 

Mr. MacIntyre. From whom do you receive those ? 

Mr. Paxson. It is according to the item, Mr. MacIntyre. They 
are broken down into categories, and they all come out of the Phila- 
delphia main office. 

Mr. MacIntyre. Well, let us start with peaches, canned peaches. 

Mr. Paxson. They would come under the category of canned fruits, 
and we get that from a man by the name of Mr. Slamp, in Phila- 
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delphia, as part of our requirements for canned fruits for a year’s 
eriod. 

. Mr. MacIntyre. Do you also get from him instructions about the 
purchases of canned pears? 

Mr. Paxson. Yes, sir. 

Mr. MacIntyre. And fruit cocktail? 

Mr. Paxson. Yes, sir. 

Mr. MacIntyre. What about tomatoes? 

Mr. Paxson. No. 

ae MacIntyre. From whom would you get your instruction on 
that ? 

Mr. Paxson. We buy no tomatoes on the west coast. 

Mr. MacIntyre. Castup ? 

Mr. Paxson. No, sir. 

Mr. MacInryre. What about pineapple? 

Mr. Paxson. That is handled by the Philadelphia office. 

Mr. MacIntyre. Same gentleman ? 

Mr. Paxson. Yes, sir. 

Mr. MacIntyre. Who else in the Philadelphia office gives you 
instructions on any other item ? 

Mr. Paxson. Many of the names you have on your subpena, Mr. 
MacIntyre. You have Mr. D. L. Anderson, canned vegetables. We 
have Mr. McClay in dried fruits of all kinds. We have a chap by 
the name of Mr. Runge, who is in charge of the supplies for remanu- 
facturing purposes. We have Mr. Spense, in frozen foods. We have 
Mr. Eden, on citrus, citrus juices. That is the major part of it. 

Mr. MacInryre. Each of those gentlemen, then, have given you 
instructions for buying those respective products? 

Mr. Paxson. To the extent of the quantities. 

Mr. MacIntyre. Anything else? 

Mr. Paxson. Only where there is a conflict between growing and 

acking areas. For instance, an item like asparagus, which is packed 
in the East as well as in the West, it is natural we discuss back and 
forth the advantage for American Stores all being in the East as to 
whether we should ship it from out here or ship it directly from 
eastern packers. 

Mr. MacInryre. What are some of the factors that come in for 
discussion in that regard ? 

Mr. Paxson. Quality and price, delivered price. 

Mr. MacIntyre. And the delivered price, of course, stems from 
whatever the primary market price is? Or expected to be? 

Mr. Paxson. What do you mean by primary market price? 

Mr. MacIntyre. Well, the market at the shipping point. 

Mr. Paxson. The price at which we can purchase ? 

Mr. MacIntyre. Yes, sir. 

Mr. Paxson. Yes, sir; the price at which we can purchase from out 
here, plus freight, and the same thing back there plus freight. 

Mr. MacIntyre. So you do, then, in making that determination 
discuss with them what the prospective market price is to be here 
on that product. 

Mr. Paxson. Right—at the time the prices are named. 

Mr. MacIntyre. And following your expression of judgment as 
to what the prospective prices are to be, they inform you, after con- 
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sidering that with the other factors, inform you whether to go ahead 
and buy or seek commitments. 

Mr. Paxson. Right. That covers more than asparagus. I use 
that just as an example. 

Mr. MacIntyre. Now, what is your next step after you get the 
instructions to buy? Or seek commitments? 

Mr. Paxson. We, like all of the rest of the industry, we call them 
reservations rather than set-asides—the end result is the same, how- 
ever. And we reserve what we think we will need during the 12 
months period with any number of suppliers. I am talking about 
canned goods, because it is quite different from other items. And at 
the termination of every 90 days, we evaluate our shipments during 
that period and if we find we are lagging behind shipments we adjust 
our reservation quantities. 

Mr. Roosrvetr. And vice versa—if you feel it would not be as great, 
you cut it down ? 

a Paxson. It goes both ways, providing the supplies are avail- 
able. 

ere MacIntyre. Your reservations take the form of an order, do 
they 

Mr. Paxson. Yes, sir; we issue a purchase order on all of our reser- 
vations. 

Mr. MacIntyre. You issue purchase orders under the reservations. 

Mr. Paxson. For the quantities of reservations. 

Mr. MacIntyre. When you make a reservation, what is the type of 
instrument used in the making of the reservation ? 

aA Paxson. Purchase order or contract, whichever you want to 
call it. 

Mr. MacIntyre. Well, that, of course, is to be distinguished from 
shipping instructions. 

Mr. Paxson. Oh, definitely. 

Mr. MacIntyre. And it 1s also to be distinguished from a routine 
purchase order, is it not ? 

Mr. Paxson. Only to this extent—that it has a reservation clause 
on the contract pointing out the terms, whereas we reserve the right 
and they reserve the right to, by mutual consent, adjust this contract 
at the end of every 90 days. Now, that is a part of the contract on 
a reservation basis. And we have a final shipping date on that which, 
as a general rule, is from 2 to 3 months ahead of a new pact. 

Mr. MacIntyre. Have you treated under the terms of the subpena 
served on you these instruments providing for reservation as routine 
purchase orders ? 

Mr. Paxson. No, because they are contracts or purchase orders— 
they are not part of our record here, Mr. MacIntyre. They 
are not part of the record because they are purchase orders. 

Mr. MacIntyre. And you therefore have treated them as routine 
purchase orders? 

Mr. Paxson. Right. 

Mr. McInryre. Even though they are contracts providing for set- 
asides and reservations for your company ? 

Mr. Paxon. They are our contracts. They are our purchase orders. 
We have one single document there which is either a contract or a 
purchase order. It has nothing to do with shipping instructions 
whatsoever. 
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Mr. MacIntyre. As a result of that interpretation of yours, have 
you excluded them from the compliance under this subpena ? 

Mr. Paxson. Yes, sir. 

Mr. GitFittan. We have, however, attached one of them as an 
example of the type of a contract that it is. In other words, it has 
the reservation clause on it. 

Mr. MacIntyre. You have interpreted those to be purchase orders. 

Mr. Gitrittan. That is correct. They are in effect purchase orders. 

Mr. MacIntyre. And do you consider yourself bound when you ask 
for a set-aside to take all that you ask to be set aside? 

Mr. Paxson. No, because we have this adjustment, Mr. MacIntyre, 
every 90 days. 

Mr. MacIntyre. Well, in fact, then, and at law, this is not a pur- 
chase order but an option for you to place shipping orders against, 
is that right ? 

Mr. Paxson. I would say yes. 

Mr. MacIntyre. Well, then, what is the basis for your interpreting 
it to be a purchase order ? 

Mr. GirFm..an. It is on the ordinary purchase order contract that 
the company operates with, and our understanding of it was that 
purchase order contracts are excluded. However, if the committee 
feels such a document should be included, we are perfectly willing to 
get them out of the files and produce them to the committee at the 
earliest possible moment. 

Mr. MacIntyre. Well certainly it would not be my interpretation 
that a set-aside or reservation which is not binding you to purchase a 
particular shipment of goods is in fact or at law a purchase order. So 
I do not believe that a proper intepretation of the subpena would 
exclude those. 

Mr. GitFItLaN. We will comply with your request and include them. 

Mr. MacIntyre. If you would produce them. 

Mr. GirFitian. Thank you. 

Mr. MacInryre. And I do request that they be produced, Mr. 
Chairman. 

Mr. Roosrvetr. The record will show the request has been made and 
acceded to by counsel for the witness. 

Mr. MacIinryre. Now, are we correct in our understanding that 
you do not consider yourself bound under those reservations to place 
orders for all that you ask to be set aside ? 

Mr. Paxson. No, because of this adjustment every 90 days. 

Mr. MacIntyre. And that adjustment is not only as to quantity, 
but also as to price. 

Mr. Paxson. It has nothing to do with price whatsoever. 

Mr. MacIntyre. The price is that applying at time of shipment. 

Mr. Paxson. Right. 

Mr. MacIntyre. And do you, under those terms, have anything 
to do with the legal lability for destruction of the merchandise or 
damages to it while it is on set-aside? 

Mr. Paxson. Not until it is shipped. 

Mr. MacIntyre. What about carrying charges of any kind? 

Mr. Paxson. That should reflect in the price prevailing date of 
shipment. 
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Mr. MacIntyre. You consider that when you pay the price apply- 
ing at time of shipment, that all of those things have been included 
and taken care of ? 

Mr. Paxson. We have to assume that, Mr. MacIntyre. 

Mr. MacIntyre. And that is irrespective of whether the set-aside 
has existed for 30 days, 90 days, or 6 months. 

Mr. Paxson. That is right. 

Mr. MacIntyre. Now, after the making of the set-aside and the 
receiving from your officials the instructions to issue shipping orders 
against those reservations, what steps do you take? 

Mr. Paxson. We issue what is known as a shipping instruction 
against that contract. We call it a contract. 

Mr. MacIntyre. Do you take a step to ascertain whether or not 
there is a change in the market price? 

Mr. Paxson. We are kept posted pretty well by all of our suppliers 

as to what price they wish to ship merchandise at. 

Mr. MacIntyre. Do you also take into account what the prospec- 
tive price is to be before actually pricing your shipping instruction ? 

Mr. Paxson. No, sir. The shipping instructions have to move for- 
ward regardless. 

Mr. Roosrvett. Well, now, may I interpose at that point? You 
say you are kept posted by your supplier as to price. How do they 
post you ? 

Mr. Paxson. By telephone or by actual contact. 

Mr. Roosrvetr. Do they put this in writing in any form? 

Mr. Paxson. No. Wait a minute—let me qualify that, Mr. Chair- 
man. I would say perhaps in the frozen food industry yes, they do 
keep us posted by letters and those letters are in our records to you. 
But generally speaking, the canners being so close in our vicinity here, 
and they own sales organization calling on us maybe once or twice a 
week, or once a week, and maybe by phone two or three times a week, 
we are kept posted of the price at which they wish to ship merchan- 
dise. 

Mr. Roosevett. Do you make a record of that? 

Mr. Paxson. No. 

: Mr. Roosrevetr. Well, how does the home office finally get informa- 
tion as to the price? Is that on the copy of the shipping order ? 

Mr. Paxson. No; that would show up in the invoice, when they 
get the invoice, when merchandise is shipped. 

Mr. Roosrvetr. Now, we would have, therefore, no record of those 
at all under the subpena: would we? 

Mr. Paxson. That is right. 

Mr. Roosrvettr. Mr. Paxson, in these conversations with the packers 
which you have, do they inform you that the price at which they 
expect to ship and which, as you pointed out, will include all charges 
; and other things which might have been incurred—is there any field 
or any form for negotiation on your part with them at that point? 
: Mr. Paxson. I would think not. We leave it to them as to what 

price they wish to ship their merchandise. And I am sure if they 
; do not get shipping instructions, they become aware that it is not 
competitive. 

Mr. Roosrvetr, Now, in order to be able to maintain, from your 

point of view, the competitive position, don’t you have to make set- 
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asides or reservations or whatever you call them with several differ- 
ent prospective sellers or suppliers? 

Mr. Paxson. I would say the major part, Mr. Chairman; yes—the 
major part of the canners in the State. 

Mr. Roosrvett. So, in other words, you agree there are duplications, 
because if you take from Mr. A of company A the set-aside that 
company B has is not going to be filled ; is that correct ? 

Mr. Paxson. No; that is not exactly the way it works. Let us 
assume we have an item of which we need 100,000 cases of during a 
year’s period. We may break that down to 10 canners of 10,000 cases 
each. And so they all participate in their share of the shipping 
instructions. 

Mr. Roosevett. Yes. But suppose No.9 and 10 are not inline. You 
certainly would not give them the order ; would you? 

Mr. Paxson. That is right. 

Mr. Roosevetr. And their orders would go somewhere to the 
other eight. 

Mr. Paxson. That is right. 

Mr. Roosevetr. And therefore the contract which you had made, or 
the set-aside you had made with Nos. 9 and 10, would not be fulfilled 
and would not be a binding agreement on your part to buy from them, 
unless they were competitive. 

Mr. Paxson. There is where adjustment, in the 90 days would show 
up. If there has been no shipment during that period, it would 
become very apparent we were not going to be able to use the quan- 
tities under reservations. We would probably adjust the contract 
down to give him the opportunity to sell elsewhere early in the season 
if he needed to. 

Mr. Roosrve.t. Now, when you are making that adjustment at that 
adjustment period, do you hold conferences with them at that time, 
to point out to them they have not been competitive and that is why 
they did not get shipments at that time? 

Mr. Paxson. That is right. 

Mr. Roosevetr. And what other information and discussion do you 
have with them at that time? 

Mr. Paxson. That is about it, ordinarily. There would be nothing 
else to discuss. 

Mr. Roosevett. Do you judge their competitive position entirely 
on the basis of the offers of your suppliers? In other words, suppose 
that No. 2 is ina position to fulfill much more of the order than he got, 
your division of it. How do you determine that he may have been in 
a position to undercut the rest of his competitors at that given period 
in order to get a greater share of the next order? 

Mr. Paxson. We have no way of knowing why he did it. 

Mr. Roosrvert. But he would automatically get it under those 
conditions, would he not ? 

Mr. Paxon. We would ship from the supplier, quoting a cheaper 
price. 

Mr. Roosrvett. And then in the subsequent period, his order would 
reflect a greater increase. 

Mr. Paxson. We would not increase his quantities, no. When his 
contract was completed, he is through as far as we are concerned for 
the year. Then we might have to go to a higher price. But we 
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would be through with him as a supplier for that year—after your 
set-aside reservation has been shipped. 

Mr. Roosrvett. Is there any information, for instance, if you get an 
indication from supplier No. 2 that his price is lower or better than 
the others—is there any indication given to you by the others on your 
list that supplier No. 2 has outbid them ? 

Mr. Paxson. What do you mean by outbid them, Mr. Chairman? 

Mr. Roosrverr. Well, he supplied you with the lower price—there- 
fore you have taken away from 9 and 10 and given their orders to 
No. 2. 

Mr. Paxson. Yes. 

Mr. Roosrverr. Is there any indication to 9 and 10 that this is about 
to take place ? 

Mr. Paxson. Not in advance: no. They recognize it when no 
shipping instructions are coming forward. 

Mr. Roosrvetr. But you do not give them any warning it may 
happen or has happened in order that they may correct the price 
submitted to you? 

Mr. Paxson. That is right. 

Mr. Roosevertr. No discussion at any time with any of them 

Mr. Paxson. No, sir. They might ask you, “Why aren’t you ship- 
ping?” We willsimply say, “ You are not competitive.” 

Mr. Roosrvett. And you indicate to them the degree to which 
they are not competitive ? 

Mr. Paxson. No. 

Mr. Roosrvetr. There is no indication at any time to any of the 
competitors of the bid price or whatever you call it given to you by 
the competitors ? 

Mr. Paxson. Other than they are out of line. 

Mr. Roosrvetr. Mr. MacIntyre? 

Mr. MacIntyre. You spoke a short while ago about placing orders 
without taking into account prospective prices. Do you recall that? 

Mr. Paxson. Now, wait a minute. I said placing shipping in- 
structions. That is another story entirely. 

Mr. MacIntyre. That is the purchase order. These other reserva- 
tions you have agreed are not firm purchase order. 

Mr. Paxson. Yes. But our quantities we purchase and the decision 
we make as to how much shall be purchased is reflected on our contract 
purchase order, not on our shipping instructions. 

Mr. MacIntyre. But you do withhold shipping instructions, then, 
when you view certain competitive prospective price situations; is that 
correct ? 

Mr. Paxson. Say that again, will you please ? 

Mr. MacIntyre. Would you read that please ? 

(The reporter read from his notes as requested.) 

Mr. Paxon. Definitely not. We have to keep those shelves filled, 
regardless. 

Mr. MacIntyre. Well, that is what I understood you to say earlier. 
That was the reason I put that question. Now, let us review a situation 
of last April. There was a heavy supply of yellow cling peaches in 
prospect in 214 can sizes. As a result of that, did you not view that 
the prices would be lower ? 

Mr. Paxson. Definitely. 
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Mr. MacIntyre. In fact, didn’t you announce at that time that you 
would not be placing orders until—didn’t you tell some canners repre- 
sentatives that you would not give them orders at the then prevailing 
price, but you would wait until the price was lower ? 

Mr. Paxson. Definitely not. 

Mr. MacIntyre. You did not make any such statement to any 
representative of any canner ? 

Mr. Paxson. Definitely not. 

Mr. MacIntyre. What did you do about placing orders? 

Mr. Paxson. We kept shipments going. We had to keep ship- 
ments going. I assume you are talking about shipping instructions 
again, now, 1s that right ? 

Mr. MacIntyre. Yes, sir. 

Mr. Paxson. We have to keep shipments going. The inventory 
position of these zones today is based on a 30-day inventory. 

Mr. MacIntyre. Well, let us review that price situation. What was 
the price of No. 214 yellow clings in April of this year ? 

Mr. GirFituan. If you know. 

Mr. Paxson. You have got me there. Let’s assume it was $2.85. 

Mr. MacIntyre. That would be close to it, wouldn’t it? 

Mr. Paxson. Pretty close. 

Mr. MacIntyre. Did you continue to buy at that price—place ship- 
ping instructions ? 

Mr. Paxson. Wecontinued toship at that price. 

Mr. MacIntyre. To what aie 2 

Mr. Paxson. Right straight through—never were out of peaches. 

Mr. MacIntyre. What did that price drop to? 

Mr. Paxson. $2.35. 

Mr. MacIntyre. When? 

Mr. Paxson. When the new pack came out. 

Mr. McIntyre. On what date—about August? 

Mr. Paxson. I couldn’t remember that. No; before that. I im- 
agine the new prices came out some time in J uly, I would say. 

Mr. MacIntyre. And you are clear in your recollection that you 
told no canners’ representatives that you would not buy until this price 
did drop to $2.35 ? 

Mr. Paxson. Very definitely. 

Mr. MacIntyre. Did you earlier tell shippers of apricots that you 
would not buy until that price was down to $1.90? 

Mr. Paxson. We don’t use the item at all. 

Mr. MacInryre. So you did not discus that with any representative. 

Mr. Paxson. We do not even use the item. 

Mr. MacIntyre. You are clear in your recollection about both of 
those items ? 

Mr. Paxson. Definitely. 

Mr. MacInryre. In similar situations, have you had occasion to 
negotiate with representatives of sellers about orders that you will 
place in prospective competitive pricing situations where you think 
prices are going to be lower? 

Mr. Paxson. As long as we are shipping on the basis of price pre- 
vailing day of shipment, that becomes sort of secondary, Mr. Mac- 
Intyre, because the price drops, our contract drops. Our shipping 
instructions are based on price prevailing day of shipment. 




















= 


= 
' 


US 





SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 555 


Mr. MacIntyre. The committee then would be correct in its under- 
standing of your testimony that any prospective price fluctuations 
have no effect on your operations in placing orders for shipment ? 

Mr. Paxson. In issuing shipping instructions—I would say that 
very definitely, that is true. We do not hold back shipping instruc- 
tions in anticipation of a decrease. On anticipation of an increase of 
price, we may step up the quantities shipped maybe 25 percent, be- 
cause we still have to work on a turnover basis. 

Mr. MacIntyre. Now, Mr. Paxson, there was a subpena served on 
you calling for production of records. 

Mr. Paxson. Yes, sir. 

Mr. MacInryre. Have you made compliance with that subpena? 

Mr. Paxson. To the best of my knowledge and ability. However, 
we did not give you what was asked for a few minutes ago. But 
that is being taken care of. 

Mr. MacInryre. And the records you are presenting in response 
to that subpena reflect your activities about which you have testified 
here. 

Mr. Paxson. That is right. 

Mr. MacIntyre. Through the period from 1958 and up to date in 
1959. 

Mr. Paxson. That is right. 

Mr. MacIntyre. And as your counsel has advised the subcommit- 
tee, you destroyed the documents that would have reflected those ac- 
tivities for the year 1957. 

Mr. Paxson. Right. 

Mr. MacIntyre. When did that destruction take place ? 

Mr. Paxson. Usually in January of every year. 

Mr. MacIntyre. So that would have taken place in January 1958. 

Mr. Paxson. 1959. 

Mr. MacIntyre. The records you are submitting will cover all of 
this yellow cling peach shipping season about which you have been 
testifying. 

Mr. Paxson. Yes. 

Mr. Roosrvett. May I ask at that point—do these records show in 
the first instance the number of people and the quantities that you 
entered into set-aside agreements with or whatever you call them ? 

Mr. Paxson. The quantities—yes, they will, Mr. Chairman. 

Mr. Roosevetr. And the total number. In other words, if there 
were 10 contracts entered into, we will have a record of that 10 for that 
90-day period. 

Mr. Paxson. That is right. 

Mr. Roosevetr. Then will the records also show the actual orders 
placed with those 10, so that we may compare that as against the 
original contract ? 

Mr. Paxson. Speaking of orders, you mean shipping instructions? 

Mr. Roosevett. Shipping instructions. 

Mr. Paxson. You told us not to give you copies of shipping in- 
structions. 

Mr. Roosrvett. I think that is correct. I am going to ask that you 
be prepared, however, when the committee reconvenes and wants it, 
that you take a given—let’s say peaches—be prepared to take over a 
reasonable period of time, 6 months, and be prepared to show the 
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committee specifically the contract originally entered into as against 
the shipping instructions, and the prices quoted to you by each of 
those originally received in your contract. 

Mr. Paxson. Well, the original contracts reflect the price at that 
time. 

Mr. Roosrvetr. No—I mean at the time of shipment, because the 
original contract you entered into will not show the price actually 
paid by you to the purchaser, is that correct ? 

Mr. Paxson. That is right. Then you would want a copy of our 
invoices, Mr. Chairman ? 

Mr. Roosrvetr. On one item, for that given period. 

Mr. Paxson. Well, in fairness to the item, and in fairness to the 
system, may I give you the year’s history on that, rather than 6 
months, because items sometimes are seasonal. 

Mr. Roosrevetr. Yes. I was trying to make it as easy for you as 
possible. 

Mr. Paxson. I would be very happy to do that. 

Mr. Roosrvetr. I would like to get the full year’s history. 

Mr. Paxson. I would be very happy to do it. 

Mr. Roosrverr. And in fairness, I am going to ask certain of the 
others to do the same thing. 

Mr. Paxon. That is quite all right. 

Mr. MacInryre. You are now submitting the documents you 
brought in compliance with this subpena. 

Mr. Gitrittan. That is correct. 


Mr. MacIntyre. Would you supply those to a representative of the 
committee ? 


Mr. Roosrvert. Mr. Paxson, most of your purchases are under pri- 
vate label ? 

Mr. Paxson. About 99 percent, Mr. Chairman, with the exception 
of bulk merchandise and things like that. But as far as label is con- 
cerned, yes..: 

Mr. Roosevertr. Can you anticipate as to how many of the contracts 


you have entered into on a private label constitute the full output of 
a canner ? 


Mr. Paxson. None. 

Mr. Roosrverr. How many would constitute a substantial portion 
of the output ? 

Mr. Paxson. None. That is why we split them, Mr. Chairman, so 
much. We have, for instance, I think, 12 peach canners—cling peaches 
I am talking about. So that would be spread pretty thin, as far as 
their actual production is concerned. 

Mr. Brown. Mr. Paxson, on that point, I wonder if we could get 
the general industry practice, or, at least, your practice. Let us say 
in 1957 you purchased and your stores sold 100,000 cases of yellow 
cling peaches. Then in 1958 what would your set-aside contract 
amount to—100,000 cases ? 

Mr. Paxson. That would depend entirely upon the price of the item 
there. Regardless of what might have been said and published, a 
change of 1 or 2 cents a can makes quite a difference in the consump- 
tion of merchandise at the retail level. If the price is much cheaper, 
as it is this year, chances are our set-aside or requirements might be 
stepped up in anticipation of that increase—maybe 10, maybe 15 per- 








SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 557 


cent over the previous year. Or we might go back to a year when the 
price was about at that level, the level of this year’s price, and try to 
determine our requirements from that. 

Mr. Brown. Now, if you ever misguess and your actual purchases 
run more than your set-asides, you can always get them, can’t you? 

Mr. Paxson. No. There have been years when we were out of mer- 
chandise. 

Mr. Brown. But I mean in a good crop year. 

Mr. Paxson. In a good crop year there generally is a carryover of 
a major item like cling peaches, so we could dip into that surplus. 

Mr. Brown. Now, you mentioned that you have 12 different packers 
on yellow cling peaches. Let us say that having sold 100,000 cases 
a year the year before, and the price is right, and you make set-aside 
contracts for 120,000, roughly, spread 10,000 each to 12 suppliers 

Mr. Paxson. Theoretically, that is right. 

Mr. Brown. I know. In practice—— 

Mr. Paxson. It might vary 2,000 or 3,000 cases one way or the other. 

Mr. Brown. Now, that packer assumes, or does he assume, that he 
has sold 10,000 cases # 

Mr. Paxson. The industry, I think, Mr. Brown is pretty familiar 
with the functioning of all the major buyers, as to their performance 
on these reservations or set-asides. They are not new. They have been 
going on for years. And I think that anybody who would abuse them 
as far as a buyer is concerned would be—found out awfully fast. It 
would not take him long. We try to keep them very close to it. It 
gives them some idea of canned sizes and grades they need in their 
pack. They do need help on that. 

Mr. Brown. Then ee you start placing the orders, if a man’s 
price is not right, he might wind up to selling 2,000 instead of 10,000 
cases. 

Mr. Paxson. As a general rule, when the set-asides or reservations 
are set up, everybody has the same price. Now, how that happens 
we never know, but it does happen. From then on is a test—not at the 
time the reservations or set-asides are set up, because as I say they are 
all the same price at that time. 

Mr. Roostverr. If the gentleman would yield a minute—it is a 
rather intriguing statement. You have the same price offered to you 
by all of your suppliers. You do not know how this happens. They 
must generally get their information somewhere—either from between 
themselves or from the purchasers, isn’t that correct ? 

Mr. Paxson. You would have to assume that, Mr. Chairman, yes. 
How, I don’t know. 

Mr. Roosrvett. It reminds me of something I read in the paper here. 
Some city contract. was offered where three suppliers came up with 
exactly the same price. 

Mr. Paxson. I saw that this morning. 

Mr. Roosevett. It would be very hard to convince someone that that 
was purely accidental, don’t you think? 

Mr. Paxson. We wonder sometimes, too, when we open our mail in 
the morning—we get 8 or 9 opening prices all on the same basis. 

Mr. Roosevetr. And your statement to this committee is that you 
have nothing to do with that in any way, shape or form. 

Mr. Paxson. Definitely not. 

















558 SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 


Mr. Roosrvett. Mr. Brown. 

Mr. Brown. Well, that is intriguing. But then there must be some 
wide fluctuations, because you sure want that 90-day clause in there, 
where you can get out and revise it don’t you ? 

Mr. Paxson. The fluctuations happen after that, after the pack is 
so far along or maybe after the pack has been completed. 

Mr. Roosevett. In other words, what you are saying is that they all 
come in at the same price, and then the war starts. 

Mr. Paxson. They start out even. 

Mr. Brown. And I suspect that very few of them ever sell very 
much or ship very much at the price that is specified at the time of the 
contract. 

Mr. Paxson. That would depend on the supply situation and 
whether the pipelines are filled or not. They go into a pack—after a 
short pack or shortage, they ship a lot of merchandise at those so- 
called opening or formal opening prices. 

Mr. Roosevett. Would you yield again? 

Mr. Paxson, once having received these bids, all of them usually 
being fairly similar, or exactly similar, do you really mean to tell me 
then there is no discussion between you and the individuals who have 
submitted these bids as to the probability of the final shipping price? 

Mr. Paxson. No; because, Mr. Chairman, it could change 4 or 5 
times in a year. 

Mr. Roosrvett. But you have no discussions with them at any time 
about them, back and forth between you and them in any manner? 

Mr. Paxson. As to whether they should be lower or not ? 

Mr. Roosrvetr. As to whether it should be lower, as to whatever 
the changes may be. 

Mr. Paxson. No. They seem to take care of that themselves. 

Mr. Roosrvett. Without any benefit of discussion from you in any 
manner ? 

(Mr. Paxson nods head.) 

Mr. Roosrvett. All right. 

Mr. Brown. And in the end, you buy 120,000 cases of peaches from 
12 different suppliers. And does the price vary very much from 
the original contract ? 

Mr. Paxson. There again you are talking about just peaches alone? 
No; not too much. Maybe 5 or 10 cents a dozen—everything is nor- 
mal. Itis nota substantial change. 

Mr. Brown. That contract price, though, where they all start out 
even, that is a little bit like the automobile dealers who all have that 
posted price on the automobile window, but very few of them actually 
get it. Isn’t that about right? 

Mr. Paxson. Well, that is kind of a general statement, because if a 

ear is short and the pack is short, that price will carry through or go 
uigher. So you cannot make an overall statement on that. 

Mr. Brown. Do you sign these contracts with these packers before 
you know whether the crop is long or short ? 

Mr. Paxson. We pretty well know that when the pack is on. That 
is pretty much determined on the major particular items of fruit. 

Mr. Brown. Before you sign a contract for set-asides with any- 
body, you know pretty well whether it is a big crop or a little crop. 

Mr. Paxson. That is right. And that is how we determine our 
quantities. I will go back to the statement I made a moment ago. 
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The price prevailing day of shipment takes care of that fluctuation 










e up and down. 
5 Mr. Brown. When there is a good healthy crop, though, and you 
sign a contract for say a 20-pere ent increase in your total supply res- 
s ervation, during the course of the packing and the shipping of those 
set- asides, the prices goes down—it doesn’t go up. 
] Mr. Paxson. That is right. And our contract goes down with it, 
because if we ship at that period the invoice prices reflects it. 
Mr. Brown. So when you estimate at the beginning, you know there 
y is a big supply and you are going to generate a big demand, you hope, 
2 by reducing the price, if the price is reduced to the consumer—you 
still say that the price goes down even below that because—and you 
l don’t. know why these suppliers just cut the price. 
. Mr. Paxson. We cannot tell you that. That is the individual’s 






problem there. It may be finances, it may be storage space, it might 
be any number of different items. We do not know w why. 

Mr. Brown. Thank you. 

Mr. Roosrverr. ah Paxson, you keep, I judge, or the company 
does—you will have available for us the general invoice, the average 
invoice price over any sa en year, would you not? 

Mr. Paxson. We can determine it for you, yes, sir. 

Mr. Roosevetr. And do you happen to know—how do you figure that 
that invoice price affects your probable purchases for the following 
period? For instances, if it is lower, I assume you think there will 
be greater consumption. 

Mr. Paxson. That is right. 

Mr. Roosrvett. Is there any scientific formula upon which you base 
that estimate or guess ? 

Mr. Paxson. Mr. Chairman, I think that information might be 
obtainable from poeple like the Nielson people or somebody like that. 
But we do not have it ourselves. It is more or less a horseback 
decision as to what is going to happen. 

Mr. Roosevetr. But you make that decision ? 

Mr. Paxson. That is right. 

Mr. Roosrvetr. And you must make it based upon something. 

Mr. Paxson. Well, we have to more or less—I would say—well, you 
might say we guess it. 

Mr. Roosevert. You get a continuing report from the company as 
to the consumption figures? ? 

Mr. Paxson. We get that from our shipping instructions, because 
we take care of all of the shipments that go from here. We would 
know how they would be consumed, assuming, rightly so, that the 
inventories remain constant. 

Mr. MacIntyre. Are we correct in our understanding that you do 
no negotiation for differences in price when you receive your shipping 
instructions ? 

Mr. Paxson. That is right. We ship from the cheaper seller, 
cheaper shipper. 

Mr. MacIntyre. Would it be correct, then, to designate your func- 
tion more or less as an order giver ? 

Mr. Paxson. Yes. 

Mr. MacIntyre. So, you say, you are not really a buyer, but an 
order giver, a conduit ? 











2 
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Mr. Paxson. Yes, sir, a service department. 

Mr. MacIntyre. And consequently you do not exercise judgment 
and try to get better prices, and you do not try to get better mer- 
chandise, but you just give the orders as they come in from your peers? 

Mr. Paxson. I don’t believe I made the statement I do not try to 
get better merchandise. And we are talking about, I believe, just 
canned goods. There are many other items we buy ‘that do require 
negotiation. But we are talking about reservations on canned goods. 
There are your frozen foods produced 6 or 8 months of a year out 
here, similar items. There are items like nuts and salmon, tunafish and 
all of those. 

Mr. Roosrvett. On these you do negotiate ? 

Mr. Paxson. That is right. 

Mr. Roosrvetr. What is the basis of that negotiation ? 

Mr. Paxson. Well, there again you look at your available supply 
and whether or not your consumption should increase because of a 
lower price or if it is a higher price, whether your consumption should 
increase because of a lower price or if it is a higher price, whether 
your consumption will fall off. 

Mr. Roosevetr. Do you ever make any statement for the purpose 
of influencing that negotiation ? 

Mr. Paxson. Yes. 

Mr. Roosrvett. What would be the type of statement that you might 
make under such circumstances ? 

Mr. Paxson. You would say that perhaps because of a big crop 
coming on, and a long period of packing, that we have decided to stay 
on a current basis so that we would be able to take advantage of a 
market decline should it happen during the packing period. “Let. us 
assume an item is packed in 6 or an 8 months period. 

Mr. Roosrvetr. Do the records which you have submitted to the 
committee contain any such statement? 

Mr. Paxson. There would not be any written thing on that. It 
would be purely either all or by telephone. 

Mr. MacInryre. It was that sort of situation that you attempted 
to meet by staying on a current basis on the yellow cling peaches 
from April through August of this year, was it not? 

Mr. Paxson. No, we were shipping right along. It did not make 
any difference with that. 

Mr. MacIntyre. But your commitments in that regard are on a 
current basis ? 

Mr. Paxson. Our commitments are part of our reservation. Our 
shipping instructions are against reservations made on the last year’s 
pack. 

Mr. MacIntyre. But on a price basis, and current shipments—I 
mean the prices applying at time of shipment. 

Mr. Paxson. Yes, all shipping instructions are issued on that basis. 

Mr. Roosrvetr. Mr. Paxson, we appricate your cooperation with the 
committee and you will be excused at this time—not excused 

Mr. Brown. Excuse me. Could I ask one final question, Mr. Pax- 
son? Suppose that one little canner who is short of capital and gets 
a little panicky and cuts the price on say 10,000 cases of an item— 


then does that become the price for all packers, whether they are in 
desperate straits or not ? 
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Mr. Paxson. I would say no. 

Mr. Brown. It does not? 

Mr. Paxson. No. 

Mr. Brown. That is just a bargain purchase of yours? 

Mr. Paxson. That is right. 

Mr. Brown. Thank you. 

Mr. Roosevett. Following that up, however, if that comes to your 
attention, are you saying to me that you do not communicate that 
information to the other people at all? 

Mr, Paxson. No, sir. 

Mr. Roosrveir. Do you then increase this little packer’s order as a 
result of his cutting it? 

Mr. Paxson. No; that is not the way we do it. If we have so 
many thousand cases booked with him, we use up his contract and go 
on to the others, although it may be a higher price. 

Mr. Roosrvett. But you would not give him additionat business on 
the basis he had become more competitive ? 

Mr. Paxson. No. We have an obligation on the set-asides to the 
other canners, too, although they may be penalized temporarily be- 
cause of a higher price—over a long pull they will cover, because they 
get the later shipping instructions. 

Mr. Brown. What that boils down to, then, is the canner who has 
adequate capital resources can sit there and wait for you to buy his 
merchandise at what he considers to be a reasonable price, where a 
man who does not have capital might have to sacrifice to you some- 
where along the line during the season; is that right ? 

Mr. Paxson. I wouldn’t know that. I would not know why he is 
sacrificing, if he is. That isno reason of ours. 

Mr. Roosevetr. Mr. Paxson, you know roughly the size and the 
condition of the various people you are doing business with. You are 
not trying to tell me you are ignorant of their general status. 

Mr. Paxson. The only thing is, some of the large ones need help too. 

Mr. Roosrvetr. You know that, don’t you? 

Mr. Paxson. You have to assume it. We do not know it to be an 
actuality. 

Mr. Brown. But these sacrifice sales that are offered—and by sacri- 
fice I mean even if they cut the price a nickel a case—there must be 
some reason for it. Would it be your opinion that most of those result 
from capital problems? 

Mr. Paxson. Or storage. 

Mr. Brown. Well, that would involve capital, too, wouldn’t it? 

Mr. Paxson. Incur cost, because they would have to go to outside 
storage, and maybe pass that on to their buyers. But by the same 
token, the man who does not get the shipping instructions has addi- 
oo cost, too, in carrying the merchandise, regardless of how large 

e is. 

Mr. Brown. So, actually, even though you place a reservation for 
10,000 cases with him, it is just a game of cat and mouse as to whether 
you are going to sweat him out before he sweats you out; isn’t that 
about it ? 

Mr. Paxson. Well, that is rather an unusual way of saying it. Pos- 
sibly you are right. 
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Mr. Rooseverr. Well, thank you, Mr. Paxson. We will notify you 
when the committee will require your presence again, and it will be 
early in November. 

The subpena referred to in this testimony will be included in the 
record. 

(The document referred to was marked as “Exhibit No. 9” and will 
be found in the files of the subcommittee. ) 

Mr. Roosevetr. Is Mr. Souther here? 

Mr. Sxuar. My name is Albert Sklar. I am an attorney, located 
in Court Square Building, Baltimore, Md. I am counsel for Food 
Fair Stores, Inc. 

I might say as a preliminary statement, very briefly, that our west 
coast. buying office started here in November of 1958, and from that 
time on Mr. Hal Souther, who is seated at the table, was designated as 
west coast buying representative of our firm. 

Mr. Roosrvetr. Thank you, Mr. Sklar. 

Mr. Souther, would you give your full name, the title of your posi- 
tion with Food Fair Stores, and your address to the reporter ? 

Mr. Souruer. Harold W. Souther, west coast buying representative, 
Food Fair Stores, Inc., Philadelphia. My office is No. 1 Drumm 
Street, San Francisco. 

Mr. Roosrvetr. Mr. Souther, would you rise, please, and raise your 
right hand? Do you solemnly swear that the testimony you are about 
to give will be the truth, the whole truth, and nothing but the truth, 
so help you God ? 

Mr. Sourner. I do. 


TESTIMONY OF HAROLD SOUTHER, FOOD FAIR STORES, SAN 
FRANCISCO, CALIF.; ACCOMPANIED BY ALBERT L. SKLAR, SKLAR 
& SULLIVAN, BALTIMORE, MD. 


Mr. Roosrvetr. Mr. Souther, have you any preliminary statement 
you wish to make in addition to the statement made by Mr. Sklar? 
Mr. Soutuer. No, I donot think so. 
Mr. Roossevett. Mr. MacIntyre, will you proceed, sir ? 
Mr. MacInryre. You have been in your present position about 12 
months, Mr. Souther ? 
Mr. Souruer. Yes. It will be 12 months since I was employed. 
The office will be open 12 months November 1. 
Mr. MacIntyre. What were your duties with the company prior 
to that ? 
Mr. Sourner. I was not with the company prior to that. 
Mr. MacIntyre. You joined the company, then, about 11 months 
ago? 
Me. SoutHer. Yes, sir. 
Mr. MacInryre. Will you please describe your duties since you 
have been with the company in this area in this position ? 
Mr. Sourner. Well, my duties with the company are securing sup- 
lies of canned goods, fruits—I mean, canned fruits, vegetables, some 
Pasees food items, packed on the Pacific coast, dried fruits. 
Mr. MacIntyre. In carrying out those duties, do you get instruc- 
tions from higher officials of the company in the East? 











SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 563 


Mr. Sourner. No; nothing more than the requirements for the com- 
ing season. 
r. MacIntyre. And that would be a statement that they need, or 


will need, during the shipping season say 100,000 cases of a particular 
type of merchandise ? 


Mr. Soutuer. That is correct. 

Mr. MacIntyre. And it is left to you, then, to decide to take steps 
to make certain that that merchandise can be secured when needed ? 

Mr. Souruer. That is correct. 

Mr. MacIntyre. How do you go about doing that? 

Mr. Souruer. Well, I tell you, being rather new in this position, I 
have not changed very many of the policies or the way they have been 
handling the business in the past. So, in the main, my business has 
been with the same canners her have been doing business with over 
a period of years. This year we did take on two additional canners. 

Mr. MacIntyre. Well, how do you approach these canners in letting 
them know what your company’s requirements are likely to be? 

Mr. Soutnuer. Well, at the start of the season, after I get my re- 
quirements, the canners themselves are asking for those requirements 
to give them an idea how many cases through the year they are going 
to pack of 8-ounce 303’s, or whatever size it may oa And so I write 
them a letter and say, “Here is what we figure our requirements will be 
for the coming season.” And I give a certain number of cases of each 
size and variety, grade. 

Mr. MacInryre. You write the same letter to each canner of the 
particular product ? 

Mr. Souruer. I beg your pardon ? 

Mr. MacIntyre. You write the same letter to each canner of a 
particular product ? 

Mr. Sourner. Yes. 

Mr. Roosevett. Mr. Souther, in that letter do you specify their por- 
tion of the business that you expect to give to them; or is this a gen- 
eral statement of the overall requirement ? 

Mr. Sourner. No; this is the requirement for that particular can- 
ner. That is what we expect to secure from him. 

Mr. Roosevett. But this is not in the form of a contract, such as 
Mr. Paxson described ? 

Mr. Soutuer. No, sir. 

Mr. MacIntyre. This letter will tell that particular canner that 
you anticipate placing with him, then, say 10,000 cases—orders for 
10,000 cases of a particular pack. 

Mr. Sourner. Well, you use the word “orders” there. And what I 
am saying to the canner is that we expect to use 10,000 cases of 24, 214, 
Freemar yellow cling peaches during the coming year, or whatever 
label it may be. 

Mr. MacIntyre. 10,000 cases packed by him ? 

Mr. Souruer. Oh, yes. i 

Mr. MacInryre. And do you give him any assurance in that that 
you will place that order for—or orders for the 10,000 cases ? é 

Mr. Sovruer. All I will say to those canners is that the specifica- 
tions that we have given him will be based on the previous 12 months’ 
movement, with an increase based on what we think—the number of 
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stores that we expect to open, and things like that. And they are 
reasonable requirements that we expect to use. 

Mr. MacIntyre. And there is an understanding between you and 
him when he gets the letter that, of course, any orders you place would 
be at the prices applying at the time of shipment ? 

Mr. Souruer. Well, yes. I hear this word “time of shipment” used 

uite a bit. And, generally speaking, that is correct. But you know 
han are times the date of the order also applies as to the price, be- 
cause a canner can say to you that on October 7 he is going to raise his 
price, but he will give you to October 25 toship. So the price in effect 
when you place that order before the seventh is the governing price at 
the time it is shipped. 

Mr. MacIntyre. That is a matter of price protection through ad- 
vance booking. 

Mr. Souruer. No, I would say that is where a canner has perhaps 
raised his price to get some shipping instructions. 

Mr. Roosevett. To get what? 

Mr. Souruer. To get some shipping instructions. 

Mr. MacIntyre. Now, on occasion, do you also ask the canner to 
provide you with a definite assurance in the form of an option that 
you may place orders with them with an understanding that they will 
be filled when you do place them ? 

Mr. Souruer. No, sir. I do not think a canner, if the movement of 
your goods is satisfactory as he looks at it—and appears you are going 
to use those goods within the 12 months period—I don’t think he is 
concerned about it. If you are lagging, then he will check with you to 
see if you are going to use all that merchandise. And when they check 
with me, I will tell him any time if we are lagging and they need the 
merchandise and want some of that merchandise, they can call us and 
we will tell them in a minute whether we will or will not release it. 

Now, if we will not release it, that is an obligation to us you might 
say to take it. 

Mr. Roosrvert. What would be the reason for your lagging? 

Mr. Souruer. Well, it would be that the movement has not been 
what you anticipated it might be. 

Mr. Roosrverr. You mean your orders from your main office? 

Mr. Sourner. Consumer purchasing. Let us take peaches, today. 
They opened up this year at $2.35. Next year, if they open at $2.85, 
chances are there won’t be as many peaches consumed. So if you 
figured your movement, and you gave it to the canner before prices 
are named based on the past 12 months, your specification could be 
high as compared to the price. 

Mr. Roosevett. Now, what do you do to assure your home office that 
your actual purchase price is competitive ? 

Mr. Souruer. I don’t do anything to assure them, Mr. Chairman, 
because there isn’t a great deal of difference between prices quoted to 
you. I keep the office posted. If somebody goes down on a price, I 
write them a letter. If the price goes up, I write them a letter. Some- 
times it is over the telephone, and I say so and so has raised the price. 

Mr. Roosrvett. I presume, however, that part of your responsi- 
bility would be to know what the general prices being paid were, and 
if your canners were not offering you that price, that you would take 
some steps to try to get your supplier into line. 
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Mr. Souruer. No, I would not say that, for this reason: I think 
that a canner—let’s say that you are dealing with 12 canners and 
you have 4 or 5 of those canners quoting a price. I say that 1s more 
or less the market. And if there is some canner that does not want to 
meet that price, he is either figuring from the supply standpoint that 
the market is going to come up to the prices he is asking, and after he 
holds at that price, if the market does not move up, to move his goods 
he is going to come down and meet the market. So, if your specifica- 
tions are reasonable, you will in the end use his goods. He may have 
a period in there of a month or 2 months that you may not take from 
him, and he knows that. 

Mr. Roosrvetr. Now, do you find much variation in the prices that 
are made available to you by your different suppliers ? 

Mr. Sourner. No. I mean, you may find 5 cents, 21 cents a dozen 
on canned goods. No great variation. 

Mr. Roosrveur. Do you agree with Mr. Paxson that initially the 
price is pretty much exactly the same orginally offered to you? 

Mr. Sourner. Yes. Somebody waits for somebody to lead, and that 
is the price, and they follow it. 

Mr. Roosrverr. Is there a generally accepted price leader in various 
items ? 

Mr. Souruer. Well, yes, there are general leaders in the industry 
on certain items. 

Mr. MacInryre. Is it part of your duties to negotiate with your sup- 
pliers to get better terms than they initially announce to you? 

Mr. Souruer. If I was doing that, I presume that would be it. But 
so far I have not found it necessary. 

Mr. MacINryre. Do you discuss with them the matter of terms and 
conditions, such as for advertising and display allowances ? 

Mr. Sourier. No, there is no display or advertising allowance on 
private label merchandise that I know of. 

Mr. MacIntyre. What about allowances for the use of the private 
label in the pack ? 

Mr. Souruer. I do not know what you mean by that. 

Mr. MacIntyre. That is a differential in price between what the 
packers would require if the goods are packed under his own label 
than what he would be willing to give in the way of a price deduction 
when they are packed under your label. 

Mr. Sourner. Well, the canner comes in and he quotes you a certain 
price for his goods. In most cases you could get his label at that 
same price, the small canner. 

Mr. MacInryre. What about a large canner? 

Mr. Sourner. Well, there is a general differential between what a 
large canner—are you talking about advertised brands? 

Mr. MacIntyre. Yes. 

Mr. Sourner. Sure, there is a difference between advertised brands, 
which is expected. 

Mr. MacInryre. That runs approximately 5 cents a case, doesn’t 
it? 

Mr. Souruer. Well, you can say it will run at a certain time of the 
year, at opening prices. But then I think you will find that your 
national advertised brands during the year are very apt to put on 
promotional allowances, and so forth. So that can vary. 
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They may have a differential of so much on peaches and i 
because they think they can sell them, and maybe get 75 cents a dozen 
difference. 

Mr. MacIntyre. I am thinking about the price. I am not talking 
about the advertising and display allowance. But when you leave the 
advertising and display allowance off, the price of 5 cents per case 
difference for the private label from the advertised brand, generally ; 
isn’t that true? 

Mr. Soutuer. I don’t get you. Fivecentsacase? I don’t get that. 

Mr. MacIntyre. Well, what is the differential if it is not 5 cents? 

Mr. Souruer. You are talking about an advertising allowance? 

Mr. MacIntyre. Yes, sir. 

Mr. Sourner. Yes; some people have what you would call a promo- 
tion allowance on advertised brands of 5 cents a case. 

Mr. MacIntyre. That is rather general; isn’t it? 

Mr. Soutuer. I think so; yes. 

Mr. MacIntyre. Now, do you negotiate with one as against another 
in trying to make certain that you get that much of an allowance for 
advertising ? 

Mr. Souruer. Advertising allowances never enter in my buying of 
private label merchandise. 

Mr. MacInryre. I am talking about the private label allowance 
now. You are getting a differential from the advertised brand price 
of 5cents. Do you negotiate for that ? 

Mr. Souruer. No, sir; you do not. There is no question of that. 
A canner comes in and quotes you a price. His price is $2.35 a dozen, 
we will say, on peaches. That is it—period. 

Mr. Roosrvett. In other words, there may be included in that a 
5-cent differential, but it is included in the price he quotes. You do 
not negotiate for it separately. 

Mr. Soutuer. No, sir. 

Mr. Macintyre. Well, when you place a shipping instruction, do 
you get from him a statement confirming that you have placed those 
shipping instructions ? 

Mr. Souruer. No; not generally. I think—I know of only one 
canner who when I send him shipping instructions gives me a confir- 
mation. I only know of one canner. 

Mr. MacIntyre. When that is done, that confirmation shows the 
trends and conditions. . 

_ Mr. Souruer. Yes, and so does our order to him, our shipping 
instructions to him show the terms and conditions. 

Mr. MacIntyre. Whether there is an advertising allowance to be 
involved. 

Mr. Soutuer. If there was such it would be shown. But as I said 
to you before, as far as my knowledge in the private label business, and 
I have only been in this end of the latinas or a year, I know nothing 


about any advertising allowances in connection with private label 
business. 
Mr. MacIntyre. Where would that be negotiated in your company ? 
Mr. Souruer. I would not be able to tell you, because I am not too 
familiar with the setup of the company back in Philadelphia. 


Mr. MacIntyre. But you do know your company gets these allow- 
ances. 
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Mr. Souruer. No; I do not say that at all. I could not say that. 

Mr. MacIntyre. You don’t know anything at all about those terms 
and conditions ? 

Mr. Sournuer. No, sir; I do not. I know the terms and conditions 
of the goods I buy out here. 

Mr. MacIntyre. Well, they are the goods I am talking about. 

Mr. Sourner. I know the terms and conditions of the goods I buy 
here. 

Mr. MacInryre. And when advertising allowances are made on 
those, you know about them ? 

Mr. Sournuer. There is no advertising allowances made on those 
goods. 
~ Mr. Sxuar. Mr. MacIntyre, am I correct in assuming that what you 
are talking about, if there is any differential between private label 
price to canners and that as compared against the regular label—is 
that what you are talking about—the differential between those two 
in price? 

Mr. MacInryre. Yes, sir; I have been talking about that. 

Mr. Sxxar. I understand. But I do not know whether or not in 
your remarks in calling that an allowance, whether that is properly 
called an allowance. It might be a difference in price because one is 
private label and one is the company’s own label. 

Mr. MacIntyre. Well, then, in the light of your counsel’s explana- 
tion of what it is probably called, will you please explain what you 
know about that, Mr. Souther ? 

Mr. Soutuer. Well, I know that the price that we pay for private 
label merchandise is lower than what 1s asked for Del Monte or a 
Libby label. 

Mr. MacIntyre. And that is by what amount, generally? Per 
case ¢ 

Mr. Soutruer. Oh, I would say it would run all the way from 25 
cents maybe up to 50 cents. I am thinking of dozens—25 cents a dozen. 

Mr. MacIntyre. When it gets up to, say, Del Monte pears or fruit 
cocktails, it would be 50 or 60 cents? 

et Soutrner. As I remember, I think pears have the biggest differ- 
ential. 

Mr. MacIntyre. And it ranges down to 5 cents per dozen ? 

Mr. Sourner. No; the differential, I would say—I would question 
if it would ever get down to that price, unless they put on some pro- 
motion or something. 

Mr. MacIntyre. On the average, what is the differential ? 

Mr. Souruer. I could not answer your question, Mr. MacIntyre, 
because frankly I have not checked it too well. 

Mr. Roosevetr. Mr. Souther, would the differential vary between 
private labels ? 

Mr. Souruer. No, I think private label packers, generally speaking, 
broadly speaking, are about the same price. 

Mr. MacInryre. What proportion of the purchases of your com- 
pany out here are made under private label pack ? 

Mr. Soutner. I could not answer your question. 

Mr. MacIntyre. Would it be a small amount or a major part / 

Mr. Sovruer. I just could not answer your question, Mr. MacIntyre, 
because I have only been with them a short time and I have been out 
here and I have not really gone into that at all. 
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Mr. Roosevetr. Well, the purchases that you have negotiated, what 
percentage would it be? 

Mr. Soutuer. Percentage of what, Mr. Chairman ? 

Mr. Roosevett. Between private label and nonprivate label. 

Mr. Soutuer. I would not have the slightest idea. I would not 
know what their purchases of the other brands are as compared with 
what we are buying here. 

Mr. Roosrveit. Are you saying that the nonprivate label purchases 
are made directly by the home office? 

Mr. Soutuer. Yes; I just handle the private label. 

oo MacIntyre. So all of the purchases you do are on the private 
abel. 

Mr. SourHer. Yes, sir, unless the canner would come in and say 
he had a certain lot of goods under his label, or something, that maybe 
we did not have a label for, and then I would submit that, if he made 
the offering—that would be the exception—where he would have some- 
thing under his own label. But generally speaking, all canners’ labels 
are bought by the Philadelphia office or units. 

Mr. MacIntyre. Do you know anything about the terms or con- 
ditions of those purchases as against the terms and conditions of the 
purchases you make ? 

Mr. Souruer. No, sir. 

Mr. MacIntyre. You cannot compare them ? 

Mr. Soutuer. No, sir. 

Mr. MacInryre. You have never attempted to in your service with 
the company ¢ 

Mr. Souruer. No, sir. 

Mr. MacIntyre. So you do not know how much better you are 
doing for your company through the purchases you make than they are 
doing. 

Mr. Soutuer. No; I donot. 

Mr. MacIntyre. You were served with a subpena from this com- 
mittee asking for the production of records reflecting your activities 
in purchasing goods for the company. Did you produce the docu- 
ments? 

Mr. Sourner. Yes; I have them here. 

Mr. MacIntyre. Will you submit them to a representative of the 
committee. 

Mr. Sxxiar. May I make an inquiry, please. These are the originals. 
Am I correct in my assumption that these will be photostated by the 
committee and originals returned, or photostats retained ? 

Mr. MacIntyre. The first thing that would be done would be an 
examination of them. 

Mr. Sxxar. I understand. 

Mr. MacIntyre. And all of those not selected as being of any value 
to the committee would be returned to you as promptly as that exami- 
nation is completed without copies being made even for the committee. 

Mr. Sxuar. I see. 

Mr. MacIntyre. Those that are retained, you would have the op- 
portunity of getting copies of those, but the originals would be re- 
tained as of being of value for the committee. 

Mr. Sxuar. Fine, sir. 
Mr. MacIntyre. And you would be advised, of course, what those 


are. 
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Mr. Sxuar. To whom shall I turn this over? 

Mr. MacIntyre. Toa representative of the committee. 

Now, in these documents you have produced in response to the sub- 
pena, Mr. Souther, you have endeavored to take from your files those 
that reflect statements of policy in buying instructions you received 
from your headquarters? 

Mr. Souruer. I have no such instructions or letters in that re- 
spect. I have included here my correspondence between the home office 
and my office. 

Mr. MacIntyre. Would that correspondence reflect the statements 
of policy of the company ? 

Mr. Soutuer. No; there is no statement of policies in my office files. 

Mr. MacIntyre. The correspondence does reflect, though, the buy- 
ing instructions that you get from the headquarters ? 

Mr. SourHer. I do not get any buying instructions outside of my 
original specifications and what shipping instructions-are to apply 
against that. 

Mr. MacIntyre. Any revisions in that of course would be included 
in the correspondence; would it not ¢ 

Mr. SourHer. You mean in the specifications ? 

Mr. MacIntyre. Yes, sir. 

Mr. SourHer. Not necessarily. I might change those on the tele- 
phone. But those changes in specifications would be minor, where 
for example I gave one canner a thousand cases of whole peeled apri- 
cots and later determined he did not pack that item, and I had to 
switch it later toanother canner. But generally speaking, there is not 
much change in specifications. 

Mr. MacInryre. As a part of that correspondence are there rec- 
ords—in the correspondence from you to the home office—reflecting 
market conditions ? 

Mr. Soutuer. Yes. 

Mr. MacIntyre. You have submitted—as you saw the market con- 
ditions. 

Mr. Sourner. Yes; there is a letter in there. I think there is only 
one I wrote on it, and that isin there. 

Mr. MacIntyre. And it also takes into account and includes the 
correspondence between you and suppliers about your activities / 

Mr. SournHer. Yes, sir. 

Mr. MacIntyre. What about the items called for under group 4 
of the subpena? 

Mr. Sourner. No; there is nothing on that. 

Mr. MacInryre. You submitted no documents in response to that 
requirement of the subpena? 

Mr. Souruer. No, sir. 

Mr. MacIntyre. Why ? 

Mr. SoutTuer. Because we don’t have any. 

Mr. MacIntyre. You do not know of any such documents ? 

Mr. SourHer. No, sir. You see my office is a one-man oftice with a 
girl in it. Any letters like that I write. I do not have to be respon- 
sible for anybody else’s. It is a one-man office. 

Mr. MacIntyre. In your contacts with representatives of your firm, 
they have not brought to your attention the existence of such records? 

Mr. Soutruer. No, sir. 

43519—60—pt. 2, vol. 1—6 
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Mr. MacIntyre. Anywhere ? 

Mr. Soutuer. No, sir. 

Mr. Roosevett. Mr. Souther, do you get instructions as to when 
you should get a new packer or change of ‘packer or is that entirely up 
to your discretion ¢ 

Mr. Sourner. That would be up to me. 

Mr. Roosrvett. You were furnished with the original list, I pre- 
sume, when you took over the job, and from that time on how you 
divided up the business or who you kept on the list is entirely up to 
you. 

Mr. Sourner. Yes, sir. Let mesay this. Before I would make any 
major change in the suppliers we have been doing business with, I 
certainly would talk to them about it. 

Mr. Roosrverr. In the private labels that you secure from any 
given packer, are there any instances where your orders are a major 
part of that supplier’s business that you know of ? 

Mr. Souruer. No, not that I know of ; no. 

Mr. Roosrvevr. In other words, you do not contract, as far as you 


know, in any instance for the major portion of any supplier’s prod- 
uct. 


Mr. Souruer. I would say no. 

Mr. Roosrverr. Well, Mr. Souther, the agreement with your coun- 
sel would be that you are not relieved of the subpena, but you are 
excused as of this time, and we will inform you when the committee 
requires your presence. 

Mr. Sourner. Thank you. 

Mr. Roosreveitt. The subpena referred to in this testimony will be 
made part of the record. 

(The document referred to was marked as “Exhibit No. 10” and 
will be found in the files of the subcommittee. ) 

Mr. Roosrve.r. The committee will stand in recess until 2 p.m. this 
afternoon. 

(Whereupon, at 12:15 p.m., the subcommittee recessed to reconvene 
at 2 p.m., of the same day.) 


AFTERNOON SESSION 


Mr. Roosrvetr. The committee will come to order, please. 

Is Mr. Vanderhurst here ? 

Mr. Manoney. Gentlemen, my name is Dennis C. Mahoney. I 
am with the law firm of Sullivan & Cromwell, in New York City. I 
am here on behalf of the Grand Union Co. of East Paterson, N.J. 
With me is Mr. Albert Vanderhurst, who is the head of the west coast 
buying office of Grand Union. 

I would like to make two comments with respect to that office which 
may be helpful, before turning you over to Mr. Vanderhurst, or vice 
versa. 

Grand Union established this office here in San Francisco on May 
of 1959. Prior to that, their buying had been done in the East. And 
at that time Mr. Vanderhurst was employed to head up this office. 
So the office has been operating for a relatively short time. 

I would also like to tell you that Mr. Vanderhurst’s responsibilities 


concern only the procurement of private label canned fruits and 
vegetables. 
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Thank you. 

Mr. Roosrvetr. Mr. Mahoney, do you know who does the other 
procurement for Grand Union—who does the procurement for fresh 
fruits and vegetables and frozen foods? 

Mr. Manoney. I do not know, but it would be done from East 
Paterson. 

Mr. Roosrvett. Thank you very much, sir. 

Mr. Vanderhurst, would you give your name and title and address 
here in San Francisco to the reporter, and then I will swear you. 

Mr. Vanveruurst. Albert S. Vanderhurst, manager, Grand Union 
Co., buying office, 110 Market Street, San Francisco. 

Mr. Roosevett. Raise your right hand, please sir. Do you solemnly 
swear that the testimony you are about to give before this committee 
shall be the truth, the whole truth, and nothing but the truth, so help 
you God ? 

Mr. Vanvernorst. I do. 





TESTIMONY OF A. S. VANDERHURST, GRAND UNION CO., SAN 
FRANCISCO, CALIF.; ACCOMPANIED BY DENNIS C. MAHONEY, 
SULLIVAN & CROMWELL, NEW YORK CITY, N.Y. 


Mr. Roosevett. Mr. Vanderhurst, do you wish to make any further 
preliminary remarks ? 

Mr. VanperHurst. No. 

Mr. Roosrvett. May I inquire of you, first, I understand from 
Mr. Mahoney’s statement that you have only been here a comparatively 
few months. What was the basic reason for establishing the office 
here instead of continuing the policy of the company as it had been 
by purchasing from the East ? 

Mr. Vanperuurst. Well, I would not know that. I am a new em- 
ployee of Grand Union. I went to work for them in April and 
opened the office in May. They made the decision to open an office 
and employed me to manage it. 

Mr. Roosrevetr. And am I correct in my understanding that your 
duties are confined to the private label canned items? Is that cor- 
rect ¢ 

Mr. Vanveruurst. Canned fruits and vegetables on the west coast, 
correct. 

Mr. Roosrvett. Mr. MacIntyre, do you wish to inquire? 

Mr. MacIntyre. Yes, sir. Mr. Vanderhurst, what did you do be- 
fore you opened this office for Grand Union in May of this year? 

Mr. Vanperuurst. Before that I worked for another food con- 
cern. 

Mr. MacIntyre. Will you identify it? 

Mr. Vanperuurst. Regent Food Co. 

Mr. MacIntyre. That is one of the branches of the Safeway 
Co. ? 

Mr. Vanveruvurst. That is correct. 

Mr. MacIntyre. And what were your duties with the Regent Food 
Co. ? 

Mr. Vanperuvrst. Well, I had a subordinate buying position with 

the Regent Food Co. 








572 SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 
Mr. MacInryre. In buying canned fruit and vegetables for Safe- 


Mr. Vanperuurst. It was basically buying canned vegetables. 

Mr. MacInryre. Under the private label 

Mr. Vanperuurst. Under the private label of Safeway. And it 
was primarily in the Northwest. 

Mr. MacInryre. How long had you been so engaged # 

Mr. Vanveruurst. | worked for Regent for approximately 5 years. 

Mr. MacInryre. So you came into this position in May of this year 
as a buying officer for Grand Union with a great deal of experience in 
the buying of canned vegetables and fruits under private labels on 
the west coast. 

Mr. Vanpveruvrst. Well, not of fruits—vegetables. 

Mr. MacInryre. Now, you are buying vegetables and fruits. 

Mr. Vanperuurst. Primarily fruits now. Very little vegetables. 

Mr. MacInryre. So you are adding to your experience of the vege- 
tables by continuing with fruits. 

Mr. Vanperuvrst. I am trying to become familiar now with the 
fruits, that is correct. 

Mr. MacInryre. Who in Grand Union employed you ? 

Mr. Vanpernurst. Mr. Andrews. 

Mr. MacIntyre. Will you fully identify him ? 

Mr. Vanperuurst. Director of purchasing. 

Mr. MacInryre. His first name ! 

Mr. Vanpernurst. William G. Andrews. 

Mr. MacInryre. What did he tell you your duties would be as the 
buying official on the west coast for Grand Union ? 

Mr. Vanperuvurst. He told me to try to familiarize myself with the 
inarket out here, to try and make contacts, meet people, and run the 
office on a limited basis, just to become familiar with the technical 
knowledge; learn quality, learn good sources of supply from a quality 
standpoint. And that is about his directions. 

Mr. MacInryre. Did he inform you how you would be advised by 
the company to proceed in making procurements ? 

Mr. Vanpernurst. Yes, he told me I would receive my estimated 
requirements from headquarters. 

Mr. MacIwryre. Did he tell you that you would also be advised 
about policies of the company, aside from that ? 

Mr. Vanperuurst. No. He said I would be going back there in 
January of this next year, they would go over my performance, and 
we would discuss it at that time. He just wanted me to get my feet 
on the ground and try to familiarize myself with the industry out here. 

Mr. MacIntyre. You were back there from April to May this year, 
is that correct ? 

Mr. Vanperuurst. About 214 weeks, that is correct. 

Mr. MacIntyre. Being briefed by the headquarters on what to do 
when you came out. 

Mr. Vanperuurst. No. I was more or less learning Grand Union. 
I was visiting their branches, their stores, familiarizing myself with 
the company. 

Mr. MacIntyre. When you were there, in the 214-week time, learn- 
ing about some of Grand Union’s problems in buying on the west 
coast, there was brought to your attention that the Federal Trade 
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Commission had just issued a complaint in which it was alleged that 
Grand Union had been paying on the west coast here as much as 40 
cents per case more for certain of its merchandise than A & P. who 
had been buying through a buying office down on Pine Street here— 
were you not so advised ? 

Mr. VAnperuurst. I had read that in a trade periodical. I had 
read something about where Grand Union had been paying more. 

Mr. MacInryre. Your officials also discussed that particular aspect 
of Grand Union’s problem with you on that occasion, didn’t they? 

Mr. Vanveruurst. I donot recall. 

Mr. MacIntyre. In the course of the 214-week briefing, you do not 
recall that they discussed that particular aspect of their Canine prob- 
lem out here ? 

Mr. Vanperuurst. No; I do not. 

Mr. MacIntyre. Isn’t it a fact that you were advised during that 
214-week period to overcome that sort of a problem and to put Grand 
Union on an equal basis competitively out here with A. & P. and the 
others? 

Mr. Vanpernurst. Well, they expected me to keep them competi- 
tive, that is correct. 

Mr. MacIntyre. That was made clear to you in the 214 weeks of 
briefing. 

Mr. Vanperuurst. That I would be competitive, that is correct. 

Mr. MacIntyre. And you have attempted to follow those directions. 

Mr. VAnpernurst. Yes; I have. 

Mr. MacIntyre. So wherever you have learned that A. & P. or 
Safeway or some of the others have been able to secure goods at 
lower than list price, you have attempted to get competitive with them 
and do likewise. 

Mr. Vanveruvrst. To the best of my ability. 

Mr. MacIntyre. That has been one of your main duties, hasn’t it? 

Mr. Vanpernurst. Not my main duty; no. 

4 Mr. MacInryre. But it certainly has been included among your 
uties, 

Mr. Vanperuurst. I am just trying to get competitive prices. 

Mr. MacIntyre. Now, will you please inform the committee how 
it are Teeqoten by the home office at East Paterson to proceed with 

uying ? 

Mr. Vanvernurst. East Paterson headquarters will give the es- 
timated requirements for their private labels, item by item. I then 
proceed to line those up with suppliers. I usually select the same sup- 
pliers that they have had in the past. I set up reservations with 
them and then ship from those reservations. 

Mr. MacIntyre. Do these instructions for set-asides come to you in 
writing ? 

Mr. Vanpernourst. They do; yes. 

Mr. MacIntyre. And do your efforts, or have your efforts to follow 
through with those instructions in securing those set-asides been re- 
duced to writing? 

Mr. Vanpveruvrst. I then transfer the estimated requirements to 
my working records. 

Mr. MacIntyre. And then follow that up by going to the prospec- 
tive suppliers and asking them to make set-asides to you ? 
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Mr. VANnpDERHURS?T. Well, the suppliers will usually come to me as 
the new pack is started and say, “Are you going to set anything up 
for this—we want to plan our production.” And at that time I will 
give them quantities. 

Mr. Macintyre. And ask them to commit themselves to make set- 
asides ? 

Mr. Vanperuurst. Well, I give them the quantities and tell them 
what we feel we can use in the shipping pack year period. 

Mr. MacInryre. You spoke a moment ago of reservations, you 
asked them to reserve for you 

Mr. VanperHurst. That is right—a reservation and set-aside I con- 
sider as one. 

Mr. Roosevetr. Is that done in writing ? 

Mr. VANpbeRHURST. No. There might be a couple of occasions in the 
Northwest where I have requested it in writing. But most of it is 
personal office visits or telephone calls. I will give them my re- 
quirements. 

Mr. Roosrvetr. But you keep a record ? 

Mr. Vanpveruurst. Yes; I keep a record of all quantities I have set 
up. And it is customary that canners will send me confirmation 
memos of the quantities that they have set up. 

Mr. MacIntyre. What do you consider is the obligation of the can- 
ner or packer in filling your requirements in accordance with those 
set-asides ? 

Mr. Vanperuurst. Well, the packer will try—to the best of his 
ability—to fill the quantities that you give him. But I realize that if 
there is a crop failure or production trouble, he might pro rate—that 
is cut back the original quantities you requested. And that is fully 
understood. 

Mr. MacIntyre. But do you consider that he is committed to those 
set-asides unless there are other facts beyond his control that require 
him to pro rate ? 

Mr. Vanpveruvurst. Well, he is morally committed, let’s put it that 
way. But there is nothing firm about it. All these reservations are 
subject to review—I consider they are—between buyer and seller at 
any time. And we can make adjustments. 

Mr. MacIntyre. In your experience here, since May, have you run 
into a conflict with the packer where you wanted something out of a 
set-aside, and he did not supply it to you? 

Mr. Vanperuurst. I cannot recall. 

Mr. MacIntyre. So you have not run up against the test of where 
you wanted to test the legality of his requirements to supply you 
from a set-aside ? 

Mr. VanpverHuurst. No, I have not. I have had one pro rate, as 
I can recall, and he simply told me, “We have to cut back our reser- 
vation,” and I accepted it. 

Mr. MacIntyre. If and when you run up against such a situation 
and you consider the company has been damaged, it will be up to your 
lawyer to determine whether or not you had a legal right to require 
that set-aside. 

Mr. Vanpernurst. I do not consider the set-asides firm. It is just 
moral on both sides. If a canner has to make adjustments, I take 
that adjustment without making an issue. I have not run into that 
problem at all since I have started. 
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Mr. MacInryre. You follow the set-aside up by giving shipping 
instructions. 

Mr. VanperRuURs?. That is correct. 

Mr. MacInryre. And the canner under those circumstances con- 
firms your shipping instructions ? 

Mr. Vanperuurstr. I see very few confirmations. There is one 
canner that might write a letter, “Thank you for the shipping instruc- 
tion. We will “ship ace ordingly.” That is all I recollect that we re- 
ceive as far as confirmation is concerned. 

Mr. MacInryre. What records are made in your office which indi- 
cate what the terms and conditions are under which these shipping 
instructions are issued ¢ 

Mr. Vanpenuurst. I keep a card system of my reservations by 
packer and my postings—all the orders are posted against it. And I 
also keep a record of prices given to me by the canners w ith the dates 
that they gave me those prices. 

Mr. MacInryre. I see. 

Mr. Roosevetr. Is that material included in what you have sub- 
mitted to the committee ¢ 

Mr. Vanperuurst. Yes, sir, it is. 

Mr. Roosrvetr. And for what periods é 

Mr. VaNnperHURstT. Since I have opened the office. 

Mr. Roosrverr. Thank you. 

Mr. MacIntyre. You received this subpena from the committee a 
few days ago asking for you to appear and produce documents? 

Mr. Vanperuurst. That is correct. 

Mr. MacInryre. As you have indicated in your answer to the last 
question that the chairman asked you, you have produced those docu- 
ments here today ¢ 

Mr. Vanperuurst. I have produced my complete record, that is 
right. 

Mr. MacIntyre. You have them with you? 

Mr. Vanperuurst. Yes. We have already turned them over 

Mr. MacIntyre. To the committee representative ? 

Mr. VaNpDERHURST. Yes, sir. 

Mr. MacInryre. In response to item 1 of the subpena, did you sub- 
mit records of statements, instructions, and statements of the policies 
of the company ? 

Mr. Vanpveruurst. Yes. 

Mr. MacIntyre. In response to item 2, did you submit copies of 
communications between you and officials of the company ? 

Mr. VANpvernvrst. Yes. 

Mr. MacInryre. And in response to item 3, did you submit these 
communications between you and your prospective supplier ? 

Mr. Vanperuurst. I did, complete files that we had. 

Mr. MacIntyre. All you had in the office on that. 

Mr. Vanperuurst. Yes, that is correct. 

Mr. MacIntyre. And in response to item 4, did you submit records, 
records of conferences, discussions and communications between repre- 
sentatives of your company and representatives of its competitors? 

Mr. Vanveruurst. I have no discussions or conferences or com- 
munications, so I could not submit any material under that heading. 

Mr. MacInryre. Since you have been separated from your employ- 











576 SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 


ment in Safeway, you have not talked with any person over in Safe- 
way ¢ 

Mr. Vanperuurst. Well, I have seen people socially and talked— 
yes, correct—I have talked socially. 

Mr. MacInryre. But only socially. 

Mr. VANnpvernurst. That is correct, no business has been discussed. 

Mr. MacIntyre. Have you also spoken socially to representatives of 
other competitors ? 

Mr. VAnpveruvurst. Yes, I believe I have. I meet them on the street, 
say hello to them. 

Mr. MacInryre. In any telephone conversation or other communica- 
tion with representatives of your company, did you so inform them you 
had spoken with representatives of your competitors socially ? 

Mr. Vanperuurst. I do not recall. 

Mr. MacIntyre. In any event, you are reporting here this morning; 
you have no records of any contacts with your competitors? 

Mr. Vanveruvrst. That is correct, I have no records. 

Mr. Roosevett. Mr. Vanderhurst, you indicated to Mr. MacIntyre 
that part of your duty here was to make sure that Grand Union Co. 
became competitive in this area. What steps did you take to ascertain 
or to make sure that you were becoming competitive ? 

Mr. Vanveruourst. Just receiving quotations from the canners of 
the prices that they submitted to me. 

Mr. Roosrvett. How would you know that that was competitive ? 

Mr. Vanperuurst. I would have to assume it is. That is the price 
they quote me. I deal with several suppliers, and they come in with 
the prices. And from that information, you can determine if you are 
competitive. That is the only way I know you can do it. 

Mr. RoosEvetr. Well now, the normal way to determine whether 
one is competitive is to find our what other’ people are paying—the 
same price, more or less. Did you take no steps to find out ? 

Mr. Vanveruurst. I would not know how you can do it. You 
have to rely on the quotes you get from the canners. You have sev- 
eral suppliers or canners and they give you quotations, and from those 
quotations they give you you will know what the competitive price is 
That is the only 1 way I know you can determine it. 

Mr. Roosevetr. And do you find in general that the quotations that 
you receive from your various suppliers are uniform ? 

Mr. Vanvernurst. They might be in a range. It depends by 
product. They might be uniform or might range slightly. 

Mr. Roosrverr. I do not quite know what you mean by range. 

Mr. Vanperivurst. There might be 5 or 10 cents a dozen difference 
between ‘pr ices different canners will quote you on a particular item. 

Mr. Roosrvett. If they do range, do you give additional business 
to the lower bidder as against the ‘Tigher ‘bidder ? 

Mr. Vanvernurst. No, I would place the order at a range. 

Mr. Roosrvett. Wait a minute. Let’s get this straight here. If 
you have 10 suppliers, each taking part of the same specifications, are 
all 10 similar as to that specification ? 

Mr. Vanperuurst. They might be for a particular product. But 
occasionally there might be a few prices that vary between the 10 
packers. And I might still place orders within a range, within that 
range—I might still place orders. I just do not place orders at the 
lowest prices I receive. 
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Mr. Roosrvetr. In other words, you give no preference to the com- 
petitor who has a lower price? 

Mr. VanpEruurst. Well, if the price is a big variance, quite a 
spread between what the other packers are quoting me, I might not 
place an order with that packer, because I feel then I would not be 
competitive. I just do not ship at the lowest price. That doesn’t 
govern my shipments. 

Mr. Roosrvetr. Well, what is the controlling factor that governs 
it? 

Mr. Vanpernurst. Well, I look at the prices they are giving me 
and if there is a close spread of 5 to 10 cents a dozen, perhaps I would 
place it between those canners with the spread. T also, in placing 
my orders, must consider quality. I must consider consolidation. 
In other words, you are allowed only two rail stops, and you have to 
get your assortment with canners. And so price enters into it. But 
also you must consider in shipping how to work out your shipments 
in the best manner and the most rapid manner. 

Mr. Roosrverr. What would you do if you had a supplier who 

came in who was not, until that time, on your regular list, who came 

in and made an offer to you that was substantially lower than the 
others? What effect, if any—what action, if any, would you take 
in communicating that information to your regular suppliers ¢ 

Mr. Vanpveruurst. I would not tell my regular suppliers the 
— if it was lower, because that was just an individual officer. I 
1ave just gotten started and I really have not had that situation 
occur. 

Mr. Roosrvetr. In other words, you have had no situation where 
other suppliers than your regular people came in and made offers 
to you? 

Mr. Vanperuvurst. I might have had one or two. I have had of- 
fers. But I have never acted upon them, you might say. We have 
had offers in the office from other than normal suppliers. There 
might be one or two that were acted upon. But if we have an offer, 
we want to examine quality. I mean that is very important. Price 
is not necessarily the governing factor. Quality is very important 
to Grand Union. 

Mr. Roosevett. Mr. Brown. 

Mr. Brown. I have no questions. 

Mr. Roosreverr. Mr. Vanderhurst, I want to thank you and Mr. 
Mahoney for your presence and your cooperation with the com- 
mittee. As is the agreement with the other witnesses we have had 
before the committee, the subpena is not vacated but you are excused 
as of now. If the committee needs you, we will inform you in 
plenty of time. 

Mr. Vanperuurst. Thank you. 

Mr. Rooseverr. Thank you very much. 

The subpena referred to in this testimony will be made a part of 
the record. 

(The document referred to was marked as “Exhibit No. 11” and 
will be found in the files of the subcommittee. ) 

Mr. Roosrvett. Is Mr. William Malloy present—Consolidated 
Foods Corp. ? 

Mr. Matioy. Yes, sir. 
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Mr. Roosrveir. Will you come forward, please, sir? 

Mr. Currrorp. Mr. Chairman, my name is Charles Clifford. I am 
an attorney here in San Francisco. We are local counsel for Con- 
solidated Foods. With me today is Mr. Malloy who, in response to 
the subpena, has brought with him the records of his office. Mr. 
Malloy is the west coast buyer for Consolidated Foods. But there 
are a couple of deficiencies in our record that I think I should point 
out at this time. 

Mr. Malloy’s business practice is to get rid of his dead correspond- 
ence, as he describes it, and he therefore has no correspondence for 
1957, although he has a great deal of records for 1957. 

Second, there is some current material which we just did not have 
time to photostat. With the committee’s permission we would like 
to photostat that some time over the weekend and submit the origi- 
nals to you the first thing Monday morning. 

Mr. Roosrvetr. May we make the arrangements, if it is convenient 
with you, to have it presented in room 251 at 10 a.m. on Tuesday ? 

Mr. Cutrrorp. That will be fine, thank you. 

Mr. Roosrveitr. Thank you very much. 

Mr. Malloy, will you state for the record your full name and title 
with the Consolidated Food Corp., and your address here in San 
Francisco, please. 

Mr. Matioy. My full name is William G. Malloy. We are located 
at 230 California Street, San Francisco. My position is director of 
purchasing, west coast buying office. 

Mr. Roosrveir. Will you please rise, sir, and raise your right hand? 
Do you solemnly swear that the testimony you are about to give before 
this committee will be the truth, the whole truth, and nothing but the 
truth, so help you God ? 

Mr. Matuoy. Ido. 


TESTIMONY OF WILLIAM G. MALLOY, CONSOLIDATED FOODS CORP., 
SAN FRANCISCO, CALIF.; ACCOMPANIED BY CHARLES H. CLIF- 
FORD, ATTORNEY AT LAW, SAN FRANCISCO, CALIF. 


Mr. Roosrvett. Mr. Malloy, do you wish to add anything to Mr. 
Clifford’s statement at this time, or shall we proceed with questions ? 

Mr. Matxoy. Proceed, sir. 

Mr. Roosrvett. May I first just ask you whether the records of 
1957, which I presume you have or will submit to the committee, in- 
clude the records showing the set-asides or reservations made with 
different packers and the resulting shipping orders that were actually 
placed ? 

Mr. Matioy. Yes, sir; we do. 

Mr. Roosreveir. Mr. MacIntyre. 

Mr. MacInryre. Mr. Malloy, how long have you been engaged as 
director of purchases for the west coast buying office of Consoli- 
dated ? 

Mr. Matxoy. In 4 years this coming January, I was sent out here 
by the parent company as an assistant to a man who has now retired 
and actually over the directorship of the office in January 1, 1957. 

Mr. MacInryre. You said you were sent out here—from where ? 

Mr. Matxoy. From our main headquarters in Chicago, sir. 














SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 579 


Mr. MacIntyre. And you spoke about the parent company. What 
parent company ¢ 

Mr. Matxoy. Consolidated Foods Corp., of which at that time I was 
active in our central distributing division, located at River Grove. 

Mr. MacInryre. By way of identification of Consolidated Foods, 
will you explain a little bit about the nature of its business and its 
size? Is it a wholesale grocery ? 

Mr. Matxoy. Primarily we are in many facets of the food business. 
We are in food distribution, primarily under a private label. We 
are in the manufacturing business, such as canners and processors. 
And we are also in the export business—coffee, tea, and so on. Also 
frozen foods—practically in all facets of the food business, and retail. 

Mr. Roosevett. You are also in the retail business ? 

Mr. Matuoy. Yes, sir. 

Mr. Roosrvetr. You operate retail markets? 

Mr. Matioy. We operate some retail stores; yes, sir. 

Mr. Roosrvetr. Under what name / 

Mr. Mauuoy. Our Piggly-Wiggly Midwest Co. in Rockford, IIL, 
Piggly-Wiggly in Waterloo, Iowa, and Klein Super Markets in St. 
Paul, Minn. 

Mr. MacInryre. What is the total number of stores operated by 
those three units ¢ 

Mr. Matuoy. I would say approximately 96 stores. 

Mr. MacIntyre. Do you know something about the total dollar 
volume of business of Consolidated last year 4 

Mr. Maruoy. Yes, sir; I believe our statement read in the neighbor- 
hood of $359 million. 

Mr. MacInryre. All of its operations are directed out of Chicago? 

Mr. Matuoy. Yes, sir; that is our headquarters. 

Mr. MacInryre. Your instructions on purchases, as to the pur- 
chases in this office, you receive from Chicago ? 

Mr. Matxoy. Well, sir, to expand a little further than that, our pur- 
chasing is required by the needs and requirements of our various dis- 
tribution units and distribution centers located from the east to the 
west coast. 

Mr. MacInryre. But you are informed about that in directions from 
Chicago? 

Mr. Matuoy. No, sir. 

Mr. MacIntyre. Where do you get that ? 

Mr. Matxoy. We get our information from the various distributing 
units. As they need merchandise, they send us what we commonly 
calla requisition or a buying order. 

Mr. MacInryre. What units are they that you get those from? 

Mr. Matxoy. Do you want me to name them all, sir? 

Mr. MacIntyre. How many are there? 

Mr. Matxoy. We ship to approximately 26 different locations. 

Mr. MacInryre. Wholesale and retail ? 

Mr. Matxioy. Some are wholesale, some are retail. 

Mr. MacIntyre. Will you supply—not necessarily today, but for 
the record—a list of all those 26? , 

Mr. Matxoy. Pardon, sir? 

Mr. MacIntyre. Will you supply a list of those 26 to which you have 
just made reference ? 
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Mr. Matnoy. I believe you will find in the estimated requirements— 
we will submit that. 

Mr. MacInryre. Showing for each whether it is wholesale or retail, 
as well as its address, and giving the name of the man in each that 
gives you the request for the procurements. 

Mr. Matuoy. Yes, sir. 

(The list referred to is as follows :) 


HELLER, EHRMAN, WHITE & MCAULIFFE, 
San Francisco, November 13, 1959. 

SeLect COMMITTEE ON SMALL BUSINESS, 
House Office Building, 
Washington, D.C. 
(Attention of Hon. James Roosevelt, chairman of Subcommittee No. 5.) 

GENTLEMEN: Pursuant to the request made by your chairman during the 
hearings of Subcommittee No. 5 in San Francisco, Calif., on October 9, 1959, to 
the undersigned, we submit the following information : 


1, NAMES, LOCATIONS, AND BRANCH MANAGERS OF DISTRIBUTING POINTS OF CONSOLI- 
DATED FOODS CORP. 


Monarch Finer Foods: 
940 West Wilbeth Road, Akron, Ohio; L. Winder. 
1300 South Monroe Street, Baltimore, Md. ; E. H. Bohnlofink. 
Dannemiller Grocery Division: 1510 Linwood Avenue SW., Canton, Ohio; 8S. J. 
Rinehart. 
Monarch Finer Foods: 
6560 Juaniata Street, Cleveland, Ohio; M. C. Smith. 
315 Phillipi Road, Columbus, Ohio; Earl Heitger. 
Monarch Finer Foods, Southern Division: 184 Baltimore Street, Cumberland, 
Md.; J. R. Watson. 
Morey Mercantile Division: 1628 16th Street, Denver, Colo. ; W. Taylor. 
Monarch Foods, canners and processors : 
1802 Nance Street, Houston, Tex. ; Karl Anderson. 
Dennis & Lemon Streets, Jacksonville, Fla.; F. E. Walker. 
Consolidated Foods Corp., Kansas City Division, 10th and Atlantic Avenue, 
North Kansas City, Mo. ; A. Schaefer. 
Monarch Foods, canners and processors: 
4433 East 49th Street, Los Angeles, Calif.; R. E. Sullivan. 
500 North Third Street, Minneapolis, Minn. ; G. Hamara. 
Distributing Division, Consolidated Foods Corp.: 2199 West Street, River Grove, 
Ill. ; Robert Perlitz. 
Distributing Division, Consolidated Foods Corp., direct sales : 8999 Palmer Street, 
River Grove, Ill. ; C. E. Carlson. 
Consolidated Foods Corp, Western Division: 
122 South Pearl Street, Albert Lea, Minn.; D. A. Schendel. 
1608 West River, Davenport, Iowa; H. R. Hollis. 
615 East First Street, Des Moines, Iowa: R. Hildebrand. 
101 Poyntz Avenue, Manhattan, Kans.; H. O. Ludden. 
501 South Federal Avenue, Mason City, Iowa ; R. S. Millhiser. 
Monarch Finer Foods, Southern Division: 927 Third Street, SE., Roanoke, 
Va.; J. F. Brumback, Jr. 
Piggly Wiggly Midwest Co., Inc.: 1009 West Jefferson, Rockford, Ill.; B. 
Kramlich. 
Monarch Foods, canners and processors : 
2 Rankin Street, San Francisco, Calif. ; J. P. McCarthy. 
350 Medford Street, Somerville, Mass. ; L. M. Kelly. 
Klein Super Markets, Inc.: 1810 Como Avenue, St. Paul, Minn.; Robert Roy. 


Marshall Piggly Wiggly Corp.: 405 West Park Avenue, Waterloo, Iowa; Marvin 
Siefken. 
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2. NAMES AND LOCATIONS OF DIVISIONS OF CONSOLIDATED FOODS CORP. 


Coastal Foods Co. Division, Cambridge, Md. 

Gentry Division, Box 2076, Terminal Annex, Los Angeles, Calif. 

Dannemiller Grocery Divison, 1510 Linwood Avenue SW., Canton, Ohio. 

International Division, 230 California Street, San Francisco, Calif. 

Monarch Foods Division, 2199 West Street, River Grove, Ill. 

The Western Division, Marshalltown, Iowa. 

Merckens Chocolate Co. Division, 155 Great Arrow Avenue, Buffalo, N.Y. 

Columbia Foods Division, 2190 West Street, River Grove, Ill. 

Union Sugar Division, 230 California Street, San Francisco, Calif. 

Hershey Wholesale Grocery Division, 10th and Atlantic Avenue, North Kansas 
City, Mo. 

Lee Foods Division, 10th and Atlantic Avenue, North Kansas City, Mo. 

Morey Mercantile Division, 1628 16th Street, Denver Colo. 

Lawson Milk Co. Division, 210 Broadway East, Cuyahoga Falls, Ohio. 


3. NAMES AND LOCATIONS OF SUBSIDIARY CORPORATIONS OF CONSOLIDATED FOODS CORP. 


Kitchens of Sara Lee, Inec., 5353 North Elston, Chicago, Il. 
Orchard Hill Farms, Inc., Red Hook, N.Y. 
Klein Super Markets, Inc., 1810 Como Avenue, St. Paul, Minn. 
Quality Food Stores, Inc., 1810 Como Avenue, St. Paul, Minn. 
Ocoma Foods Co., 810 Farnam, Omaha, Nebr. 
United States Products Corp., Ltd., Post Office Box 230, San Jose, Calif. 
Piggly Wiggly Midwest Co., Inc., 1009 West Jefferson Street, Rockford, Il. 
Very truly yours, 
CHARLES H. CLIFFORD. 

Mr. MacIntyre. Now, when you receive these requests for procure- 
ments from each of these 26, what do you do? 

Mr. Matioy. We proceed to place the business with the various 
canners with whom we are doing business in California, or in the 
Northwest, whichever the case may be. 

Mr. MacIntyre. What steps do you take to do that ? 

Mr. Matxoy. Originally, before a pack, regardless—or by com- 
modity, we ask our various divisions and units for what we call their 
estimated requirements, and upon receiving that information the total 
amounts are accrued and then from there we place our breakdown 
with the various suppliers taking into consideration No. 1, quality; 
No. 2, service; and No. 3, price. 

Mr. MacIntyre. And do you, in doing that, require the supplier to 
make reservations or set aside for that quantity ? 

Mr. Matioy. We give the packer the approximate quota which we 
feel, upon past record, plus the normal increase in business—we give 
him the estimated quantity which is nothing but an estimated require- 
ment, saying that if our business is maintained and everything being 
equal that there would be a shipping instruction issued over a period 
of time that would accumulate over the time from one pack to the next 
which would move that quantity out of his plant. 

Mr. MacIntyre. In that connection, you receive from him a com- 
mitment to set aside the quantity that you have specified or estimated ? 

Mr. Matxoy. No, sir, there is nothing firm. It is only, as I said, an 
estimate, and in some instances the estimate could run over the original 
quantity. On the other hand, due to market conditions and so forth 
the estimate may not be fulfilled to the full amount. 

Mr. MacIntyre. Well, isn’t it a fact that you do ask them to make 
set-asides and reservations ? 
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Mr. Matioy. No, sir. 

Mr. MacIntyre. How do you handle that ? 

Mr. Matuoy. The majority of the packers in the State have what 
we call a shipping schedule of 25 percent on a quarterly basis. Using 
as an example, if you have X number of cases to ship in that quarter, 
and only a part of it, that part that is not shipped is thrown back into 
the canner’s pool or into his surplus stock to be sold elsewhere. 

Mr. MacIntyre. And do you buy out of that surplus stock or pool ? 

Mr. Matioy. No, we continue to apply our shipping instructions 
against our reservation. 

Mr. MacIntyre. So you do secure a reservation to start with? 

Mr. Maxuoy. Strictly on a memo basis, sir, with no obligation either 
on the packer or on our part to fill the full quantities listed 

Mr. MacIntyre. Have you had any supplier fail to fulfill what he 
has submitted himself to do in setting these aside ? 

Mr. Matuoy. We have received pro rates, yes, sir. 

Mr. MacIntyre. Pro rates because of a drop in supply ? 

Mr. Matuoy. It could be—many factors could enter into the pic- 
ture—either in the sizing of various types of fruits, the canner does 
not receive the necessary raw product to came up with the specifica- 
tions as requested—a lower crop estimate than originally figured. 
On the other hand sometimes if he cannot fill with one certain item, 
then possibly we can replace with something else. 

Mr. MacInryre. But you have not experienced the situation of any 
supplier taking a reservation that you had him make for you and 
selling it to some of your competitors and then telling you he did 
not have it ? 

Mr. Matioy. Not tomy knowledge, sir. 

Mr. MacIntyre. That has never occurred ? 

Mr. Matuoy. Not tomy knowledge. 

Mr. MacIntyre. On occasion, you have, due to the fact that you 
have not received from a particular supplier what you consider to be 
the appropriate price on what you had set aside, fail to place orders 
for all that you asked him to set aside, have you ? 

Mr. Matxoy. No, sir. 

Mr. MacIntyre. You always order all that you ask him to set 
aside, irrespective of price? 

Mr. Matxoy. It depends upon, as I said before, the market condi- 
tion and the basis of movement in our various warehouses. That 
governs how much we are going to use. 

Mr. MacIntyre. And you use it even though you could have gotten 
it at a lower price from someone else ? 

Mr. Matxoy. I believe as I said before, sir, everything being com- 
petitive in our business, that also governs shipping instructions. 

Mr. MacInryre. It does govern shipping instructions. 

Mr. Matxioy. Naturally, sir. 

Mr. MacInryre. So if a canner does not come down to what you 
think is a competitive price on his particular pack, you would switch 
your buying to someone else for your requirements in that particular 
instance ? 

Mr. Matxoy. I have found, sir, with my experience that that has 
never created a problem. 

Mr. MacInryre. Well, have you had an incident 
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Mr. Matioy. Not that I can recall offhand, sir. 

Mr. MacIntyre. Well, do your records show what you have done 
in that regard ? 

Mr. Matxoy. No, sir. 

Mr. MacIntyre. Why don’t they? 

Mr. Matxoy. The only records that we keep, as far as the instruc- 
tions that are issued for shipping, is in a cardex file, which shows 
exactly what we have on hand, what we have shipped, and what we 
have remaining with a given packer on a given commodity, and also 
shows us the quantity of our label up to that date that is in the hands 
of that packer. 

Mr. MacInryre. You received a subpena from the committee asking 
for you to produce documents here, did you ? 

Mr. Matuoy. Yes, sir. 

Mr. MacIntyre. Have you produced the documents ? 

Mr. Matroy. Yes, sir. 

Mr. MacIntyre. Have you turned them over to a representative 
of the committee ? 

Mr. Matioy. Yes, sir. 

Mr. MacIntyre. What did you do in complying with the request 
under the subpena for items in group 1 ? 

Mr. Matxoy. In group 1 that would include the mimeographed 
form that we send out yearly for estimated requirements from our 
various units. 

Mr. MacIntyre. That has been included in the documents ? 

Mr. Matuoy. Yes, sir. 

Mr. MacInryre. What about the requirement for items under 
group 2? 

Mr. Matxoy. Any correspondence with the various units that under 
the subpena are in the file, sir. 

Mr. MacIntyre. You have submitted those ? 

Mr. Matioy. Pardon ? 

Mr. MacIntyre. You have submitted those communications ? 

Mr. Matxoy. Yes, sir. 

Mr. MacIntyre. What about the communication with suppliers? 

Mr. Matuoy. Any correspondence with suppliers is in the file along 
with the copy of our purchase order which states these are estimated 
requirements to be taken from 1957, 1958, or 1959 pack, whichever 
the case may be. 

Mr. MacIntyre. What about your compliance with the require- 
ment for items under group 4? 

Mr. Matioy. We have nothing to submit, sir. 

Mr. MacIntyre. You are in the packing business, are you not? 

Mr. Matuoy. Yes, sir. I myself, no. Our corporation is. 

Mr. MacInryre. Is it your testimony that you as a representative 
of your company talk to no packer ? 

Mr. Matxioy. Pardon? 

Mr. MacInryre. Is it your testimony that you, as a representative 
of your company, talk to no representative of any other packer about 
prices, supply ? 

Mr. Matioy. We do; yes, sir. 

Mr. MacIntyre. You don’t have any record of that, though? 

Mr. Matioy. Weare submitting that record, sir. 
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Mr. MacIntyre. Well, that would be in response to item 4. I 
understood that you said you did not have any such records. 

Mr. Cuirrorp. I think you are assuming that there is a separate 
corporate division, Mr. MacIntyre, involved in the packing business. 
They do not employ Mr. Malloy. When he said, in the beginning of 
his testimony—when he said that Consolidated Foods is in the process- 
ing business, those are separate corporate divisions very much in 
competition with Consolidated Foods as far as profits and sales go. 

Mr. MacIntyre. Separate corporation ¢ 

Mr. Crrrrorp. Yes. 

Mr. MacIntyre. All in the same family, though. 

Mr. Cuirrorp. Yes, they are. 

Mr. MacIntyre. But they have been regarded for the purposes of 
compliance with the subpena as being different people. 

Mr. Currrorp. Well, yes, because they do not even—Mr. Malloy 
has no communication with them—intercompany communications act- 
ing on behalf of a processing company—only on behalf of a purchas- 
ing company, to wit, Consolidated Food. 

Mr. MacInryre. Where would the committee be able to turn in 
order to find someone in this maze of Consolidated corporations that 
would be able to have a different interpretation than that given by 
Mr. Malloy ? 

Mr. Cutrrorp. Well, I assume that you would have to go to each 
corporation. That is a matter of record. We would be happy to 
supply the corporate offices of each corporation and their location. 

Mr. MacIntyre. Will you do that ? 

Mr. Currrorp. Yes, I would be pleased to do that. 

Mr. Roosrveitr. Mr. Malloy, have you at any time ever called a 
canner and told him what your requirement was and indicated to him 
either directly or indirectly what you were willing to pay and the 
terms under which you were willing to buy ? 

Mr. Matioy. No, sir. 

Mr. Roosrvetr. At no time? 

Mr. Matioy. No. sir. 

Mr. Roosrvetr. Do you know of any instances where buyers have 
or do take such action ? 

Mr. Matxoy. To my knowledge, I could not answer that question, 
sir. I would not know. 

Mr. Brown. There is one thing that confuses me, among other 
things about this set-aside business. Do you mean to say, Mr. Malloy, 
that if you tell a packer that you will take—or that you estimate you 
are going to need 10,000 cases of spinach, you then feel a moral 
obligation, do you not, when you do that ? 

Mr. Matxoy. Definitely. 

Mr. Brown. And in some other year, when the supply is short, you 
may need him real bad. Therefore, you do not want to mislead him 
in any way, do you. 

Mr. Matuoy. We feel, sir, when we make the reservation we are 
making it in good faith. But as I said before, it is not a firm commit- 
ment, it is not a firm contract. 

Mr. Brown. And then after you have made this set-aside, you rock 
along for, say, 90 days, and the man’s price is not right, and you do 
not place any orders with him. Do you mean to say you never 
mention to him that his price is out of line? 
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Mr. Matxoy. You don’t have to, sir. We do not have to mention it. 

Mr. Brown. He knows. 

Mr. Matxoy. They will tell us. 

Mr. Brown. And then he changes his price and comes back to you 
and you start ordering from him, is that right ? 

Mr. Matuoy. Generally the price is pretty well named by the 
packers themselves. 

Mr. Brown. They name it regularly to you, over the telephone or 
by personal conference, is that right? 

Mr. Matxoy. I would say over the telephone. 

Mr. Brown. How regularly, daily ? 

Mr. Matxoy. No, sir. 

Mr. Brown. Weekly ? 

Mr. Matxoy. There isn’t any set time. I could not say. It all 
depends, again, on the basic rule of the economy—supply and demand. 

Mr. Brown. That supply and demand can get awfully ethereal at 
times. Let’s get right down to cases. 

You have an order placed, a set-aside for 10,000 cases of a given 
commodity, and you rock along for, say, 90 days, and during the 
course of that period you get five seealene requisitions from your 
home office. When you get those requisitions, do you check with that 
canner about what his price is ? 

Mr. Matxoy. Sir, I do not think we have to check. That is our 
business to know what his price is. If you had an obligation with 
anybody in regard to a memorandum set-aside, I am pretty sure that 
you would—you, as an individual, or myself—I know, or should know, 
what the market value of that product is. In other words, I know 
what his price is. 

Mr. Brown. Well, now we are getting somewhere. You say you 
know the market value of it because there are other packers calling 
you and telling you what the price is, making offers to sell; right? 

Mr. Mattoy. That is correct. 

Mr. Brown. All right. But when you call that supplier, where you 
reserve 10,000, you just call him and issue him a shipping order. You 
have not heard from him, now, about what his price is. 

Mr. Matioy. We already know what his price is, sir. 

Mr. Brown. How do you know when you have not heard from him 
in 60 days, in this example I am giving you? 

Mr. Matxoy. Well, first of all, if we had 10,000 cases, sir, I don’t 
think—it would not take that length of time, because we would be 
shipping prior to that. 

Mr. Brown. You mean these records you are going to submit to us 
will show that every supplier where you have a set-aside there are 
shipments against that every week or every month of the year? 

Mr. Maroy. I would say every month, minimum; yes, sir. 

Mr. Brown. All right. Then let’s back up on this example. Let’s 
say that you rock along for 3 weeks and you have not placed an order 
with this man, and you have not heard from him, you do not know 
what his price is. How do you know what his price is if you have not 
asked him what his price is in a 3-week period ? 

Mr. Matxoy. I cannot answer that question because that circum- 
stance has not come up. 
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Mr. Brown. Well, describe a conversation. You probably had one 
yesterday with a packer, didn’t you—over the phone? 

Mr. Mattey. Well 

Mr. Brown. Did you? 

Mr. Matxoy. That is rather difficult to answer. Yes; I can describe 
a conversation ; yes. 

Mr. Brown. Well, let us take the last one. Who did you talk with? 

Mr. Matuoy. I talked with packer A, and we discussed the possi- 
bility of a possible sale to one of our divisions who made an inquiry 
in regard toa given commodity. 

Mr. Brown. You called him. 

Mr. Matxuoy. That is correct. 

Mr. Brown. All right. You told him—now describe what you told 
hin. 

Mr. Mattoy. I said we had the possibility of obtaining an order on 
such and such an item. “First of all, do you have it?” And he said, 
“Yes.” My answer was, “What is your asking price for that com- 
modity?” He gave me the asking price, or his price. And I said, 
“Now, the next thing I will do is submit it to our branch manager, 
who inquired for the item, and offer it to him, and it is up to him to 
make the decision whether we want it or not.” 

Mr. Brown. All right. Did you have a set-aside with this packer? 

Mr. Matxoy. No, sir. 

Mr. Brown. All right. Now let’s get back to the last conversation 
you had with a packer where you have a set-aside. Did he call you or 
did you call him ? 

Mr. Matxoy. I called him and placed the order. 

Mr. Brown. You placed an order. 

Mr. Matxoy. Right. 

Mr. Brown. When was the last time you had placed an order with 
that packer ? 

Mr. Mauuoy. For the same item? Without the record, I would 
not know. I could guess a week, possibly 10 days, for the same 
commodity. 

Mr. Brown. All right. Now, when you called him this time, to 
place an order, did you ask him what the price was? 

Mr. Matioy. I didnot haveto. I knew the price, sir. 

Mr. Brown. How did you know it had not changed ? 

Mr. Matxoy. There had been nochange. 

Mr. Brown. How do you know ? 

Mr. Matxoy. To the best of my knowledge, there had been no 
change. 

Mr. Roosevetr. Didn’t you take the trouble to ask him whether 
it was the same price as previously ? 

Mr. Matioy. We know that on this particular transaction we 
are talking about there is a price advance coming into effect, and 
_ order was placed primarily for that reason, on a published price 
advance. 

Mr. Roosrvetr. Didn’t you even say to him, “I presume this is 
at the last price prior to the advance ?” 

Mr. Matvoy. It is taken for granted, sir. 

Mr. Roosrvett. Darndest business I ever heard of. 
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\e Mr. Brown. These prices just come out of thin air, and all the 
buyers are so angelic that they just pay anything anybody asks, ~ 

Mr. Matuoy. Well, sir, do you want me to elaborate on the pricing 
thing ? 

e Mr. Brown. Yes. 
Mr. Maxxoy. All right. 
2 Mr. Currrorp. I might say, Mr. Chairman, it took me about 3 
1- days to understand what he is talking about. ; 
'y Mr. Mauioy. As we know, a part of your subpena asked for what is 
known as formal opening prices, which is a preprinted or a printed 
price list submitted by the various packers on the same commodity. 
I venture to say if you were to take all 10 or 15 people who fur- 
id nished this opening price, that there will not be any variance within 
214 to 5 cents a dozen on a given item. 

mn Then, after a period of 24 to possibly 48 hours, there is another 
d, price that develops, which is developed, to my knowledge, by the 
n- packer. And from there—— 
d, Mr. Roosevetr. You mean he submits an initial price and then 
rr, within 48 hours he is ready to come up with another one ¢ 
to Mr. Mautioy. Pardon? 

Mr. Roosrvetr. He is ready to come up with another price within 
r? 48 hours? Does he call you and give you that information ? 

Mr. Matxoy. He calls us. 
on Mr. Roosevetr. He says, “What I told you the day before yesterday 
or aint no good no more.” 

Mr. Ma.woy. First of all, sir, this formal published price list that 
is mailed out goes out to the entire trade all over the United States, 
including the buyers right here or any other place in the country. 

Mr. Roosevetr. That goes out today. And the day after tomorrow 

th you can be sure you will hear from him and he will say, “That is just 
pro forma. Now we will tell you what the real price is.” 

ld Mr. Mauvoy. It practically amounts to that, yes, sir. 

ne Mr. Brown. In other words, the price list is just a starting point 
for the Mexican bazaar operation, is that about it? 

to Mr. Matxoy. No, I wouldn’t 

Mr. Brown. Does anybody buy at that pro forma price list, that 
printed price list ? 

Mr. Roosgevett. What is the value of it? 

Mr. Matxoy. There are some commodities, I would say, that will 
bring what we call full list price. 

no Mr. Brown. In other words, some people, scattered around the 
country, that do not have a buyer out hone on the street, might get 
er sucked in and buy at the list price, is that right ? 

Mr. Mattoy. It could be possible. 

we Mr. Rooseveur. You mean it is a fact. 
nd Mr. Brown. It isa fact. 
ice Mr. Roosrevetr. You mean it isa fact. 
Mr. Matxoy. I don’t know, sir. I say it could be possible. 
is Mr. Roosrvett. Well, don’t you know as a fact that that is the 
reason for it? 


Mr. Matxoy. I cannot truthfully—you mean that the packer list 
this formal opening price 
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Mr. Roosrvett. Knowing that this fellow doesn’t have a repre- 
sentative on the street, and so that is going to be the price he is going 
to pay. And then they come around and they submit to you what 
are the prices that the people on the street are going to be able to 

ay. 
Mr. Matxoy. I could not answer that question, sir, because I have 
never been in the sales end of the cannery. 

Mr. Brown. Well, we can find out about that. 

Mr. Mantoy. I could not answer that question. 

Mr. Brown. But you don’t buy at the pro forma list price. 

Mr. Matioy. Some items, yes. 

Mr. Brown. Well, now, let us establish a policy. When you get that 
price, do you generally buy at it, buy at that list price? 

Mr. Matioy. You mean at the formal opening price? No, sir. 

Mr. Brown. You wait. 

Mr. Mauvoy. Yes, sir. 

Mr Brown. You wait long enough and the phone starts ringing, is 
that right ? 

Mr. Matioy. Correct. 

Mr. Brown. Allright. Describe it from there. 

Mr. Marwoy. Well, let’s use—— 

Mr. Brown. Excuse me just a second. Now, all the time you have 
a set-aside with these various packers at this point, don’t you? You 
don’t wait until the telephone starts ringing to write out your set- 
asides, do you? 

Mr. Mattoy. No,sir. That is placed prior tothe pack. 

Mr. Brown. So you have a moral obligation to some packers at 
whatever their price might be—a moral obligation, because you com- 
mitted your self to so many. 

Mr. Matxoy. Right. 

Mr. Brown. All right. Now goon. The telephone is ringing, and 
they are changing the list price. Now what happens then ? 

Mr. Matxoy. This is only a matter of opinion. It would seem that 
there are probably numerous phone calls and eventually, using an 
example, if a commodity opens at $2.50, there might develop a trad- 
ing price at $2.40 on that particular commodity. How it develops, 
that I cannot answer. I don’t know. Then if you have, we will say, 
the same commodity with 4 or 5 suppliers, and generally we limit 
our purchasing to a minimum amount in order to insure us, number 
one, of the type of quality that we have to have for our label. So 
what happens after that, if you, using as an example—if you were a 
packer, it would not take you too long to find out what the trading 
level is, and that is when you make your call. 

Mr. Brown. And then when you call this packer where you have a 
set-aside you just assume that price is going to be the same as the 
general trading level that was established by all this mysterious means. 
Suppose he says, “By the way, the price is $2.99,” and you have been 
expecting it to be $2.78. What do you dothen ? 

Mr. Marxoy. The first thing we would do in a case like that—natur- 
ally, furthermore, it would not be that wide a differential. In dis- 
cussing with the packer, we have never worked on the principle that 
one or two sellers create a market. It takes more than one or two. 
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He is either calling my office for information or he already has the 
information and wants to know what I am informed. 

Mr. Brown. Now we are getting at this. He is calling you for what 
kind of information ? 

Mr. Matioy. “What are you paying?” 

Mr. Brown. What the price is. 

Mr. Matxoy. “What do you hear? What’s the price?” Then the 
next thing that develops is this. The packer himself will say, “Send 
me the orders.” 

Mr. Brown. So when the chairman asked you if you ever told the 
packer what you would pay and the terms on which you would pay it, 
you do indirectly when they call and ask you for information about 
what you are paying—what is the going market—don’t you? 

Mr. Matxoy. No, sir. We—— 

Mr. Roosrvetr. How can you give them that information if you 
don’t do that? You just told us on the record a few seconds ago that 
he called you for information and said, “What are you paying?” And 
you said you told him. Doesn’t that tell him what you will pay ? 

Mr. Matxoy. It is not a question of telling. If he is interested or 
wants—how can we—if he wants the instructions, he always has the 
right to accept or refuse. And he knows what the current market 
price is on the commodity. 

Mr. Rooseve.t. Wait a minute. You just told me a minute ago he 
called you to find out this information. If he knows it already, he 
isn’t going to call you. 

Mr. Matxoy. I think we are probably a little confused, talking 
about two different phone calls. 

Mr. Roosevett. You get us straight. 

Mr. Matxoy. All right. I will see if I can straighten it out, sir. 

We will start back with the reservation. When the packer calls, he 
will discuss, “Are there any instructions?” And so on. And then 
they will say that such and such is the price. 

Mr. Roosrvett. You said that? 

Mr. Matuoy. No, the packer will say such and such is our price on 
this commodity. 

Mr. Roosrvett. This is at the time of the reservation. 

Mr. Matxoy. No, sir. This is after these formal opening prices 
have come in. 

a Roosevett. But you have already made the reservation prior to 
that. 

Mr. Matxuoy. There are no prices at the time of reservation. For 
instance, when we make a reservation on, we will say, canned apricots, 
that is done in May, before the pack is even started. 

Mr. Roosevetr. Now, the next thing is this pro forma price list that 
goes out, correct ? 

Mr. Matxoy. After the establishment of the raw product and so 
forth as far as the canner is concerned, then the published opening 
prices are named. Then the next step, shall we say, that happens is 
this development of less than the formal opening price. In some 
instances it can be a formal—in letter, stating an early shipipng al- 
lowance, which is given to, I would surmise, the entire industry. In 
other words, if you ship promptly during the packing season—and 
these are what we call formal early shipping allowances. And to my 
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knowledge, those things are in a published list form or on the canner’s 
letterhead, or whatever you want to call it. And that would be my 
surmise that it goes out to the entire trade. 

Mr. Roosevett. This is not given to you over the phone, then. 
This is a written thing. 

Mr. Matxoy. In the mail. And generally speaking, when there is 
an early shipping allowance, the trading level that is established by 
the packer is very nominal, because there 1s always—they have already 
allowed this early shipping allowance. 

As I said before, after an opening price is named within 24 to 48 
hours there is what is developed—this, whatever you want to call it, 
street price, or whatever it is. As I stated previously, how it develops 
I do not know. 

Mr. Roosevett. Didn’t you also tell me, or tell Mr. Brown a minute 
ago, that a packer will call you in order to get information as to what 
the going price is and that you very gladly tell him what it is? 

Mr. Matxuoy. No, I think we are a little confused. 

Mr. Roosrverr. What were you referring to when you made that 
statement ? 

Mr. Matioy. When I made that statement, when a packer will say, 
“Our price is such and such, is that the current market price?” And 
if it is, I will tell him, “Yes, that is the market.” 

Mr. Roosevetr. In other words, he doesn’t know what the current 
market is. He is finding out from you whether the price he is quoting 
you is the same as you have received from other people. 

Mr. Matxoy. You could put it that way; yes, sir. 

Mr. Roosevetr. So now you are giving him 

Mr. Matxioy. There are not two men that would establish the mar- 
ket, or phone calls do not establish the market, to my knowledge. 

Mr. Roosreveir. But you just told me that you had information as 
to what the market was, and so you were passing it on to him, so he 
could become part of the established market. 

Mr. Matxoy. I don’t understand, sir. 

Mr. Roosevetr. Well, if you don’t understand, I don’t know how 
I will. 

I am only going by what you have said. It is inthe record. You 
have said that at times an individual packer will call you and you 
have now said that he will say, “My price is so and so. Is that your 
market price?” Those were your words, not mine. 

Mr. Matuoy. Yes, sir. 

Mr. Roosevett. And your answer to him would be either yes it is 
or no it is not. 

Mr. Matuxoy. Correct. 

Mr. Roosrtvett. So now you have helped him establish what the 
market price is. Now, you got that information, I must presume, from 
other packers who called you. 

Mr. Matzoy. Correct. 

Mr. Roosevett. And said, “This is our price.” Is that correct? 

Mr. Matxoy. Correct. 

Mr. Brown. Right there, Mr. Chairman, say that you get the in- 
formation from other suppliers that they are willing to sell at $2.85 
when the opening list was $3. In relaying that information, what 
is keeping you from telling another packer that the price is $2.80? 
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Mr. Matixoy. I don’t frankly think that anybody would be in busi- 
ness too long, sir, under those kind of tactics. 

Mr. Brown. That is just kind of an ethical code among you buyers 
that you don’t do it. 

Mr. Matxoy. I cannot vouch for everybody, sir. All I can do is 
vouch for myself, my own practice. 

Mr. Brown. But yet you said a while ago—and I hope I am not 
misquoting you, but the record will speak for itself—that some of 
these packers call you and say, “What are you paying?” Do you get 
that kind of a call rather frequently ? 

Mr. Matioy. Maybe we used the wrong terminology. 

Mr. Brown. Those are your words, not mine. 

Mr. Matxoy. It could be the wrong terminology. 

Mr. Roosrvett. They just kind of popped out. 

Mr. Matuoy. No, sir. “What is going on? What do you hear?” 
And the answer is, “I don’t know.” 

Mr. Roosevett. The answer is, “I don’t know.” 

Mr. Matxoy. Not exactly. When I say I don’t know—*You tell 
me.” 

Mr. Roosrvetr. Now, look, he isn’t going to call you very often if 
you just give him that kind of palaver. ‘Don’t let’s kid each other 
here. He calls you and gets an answer. 

Mr. Matuoy. As I mentioned before, there are no—a market is not 
established between one individual and a seller. 

Mr. Roosevett. No, it is established between the information—on 
the information between the buyers of what they get aroun! when 
they finally pass around enough information so that they get it down 
as low as they can get it. Isn’t that about it? I don’t blame you for it. 

Mr. Matxioy. No, sir. 

Mr. Brown. Well, now, just let’s be reasonable. We are all over 
21. Isn’t it a fact that on the street, that if the price of peaches is 
$3 and somebody starts selling them at $2.85, just one sale, it is all 
over the street within an hour, isn’t it? 

Mr. Mauuoy. One sale? I doubt it, sir. If it is, I wouldn’t know 
about it. 

Mr. Brown. Say there were 2 or 3 sales. It would be all over. 

Mr. Matwoy. It could be. 

Mr. Brown. That spreads like wildfire in this trade, doesn’t it? 
Now, it has to spread some way, and I think you told us how it 
spreads, and that is the way it just would appear to be from the 
logic—that somebody calls and says, “What are you paying?” And 
then you say “$2.85,” and then he passes it around as $2.85—well, that 
is the market. That is what it amounts to. It is all spread by word 
of mouth over the phone, and sometimes by letter, isn’t it? 

Mr. Matuoy. No, sir. 

Mr. Brown. It isn’t? 

Mr. Roosrvetr. How does it get around? Mental telepathy ? 

Mr. Matioy. By word of mouth and by the phone. 

Mr. Roosevetr. I just thought you said it didn’t get around that 
way. 

Mr. Matioy. Well, he said by letter. 

Mr. Currrorp. Mr. Chairman, may I point out that this whole dis- 
cussion commenced with a voluntary statement by the witness con- 
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cerning the policy in the trade. I think maybe that he feels a little 
bit anand in the manner of questioning, and if he could be afforded 
the opportunity to explain the thing—as I mentioned in the beginning, 
it took me about 3 days to understand his business practices. 

Mr. Roosevett. I want to say, counsel, we are very grateful to Mr. 
Malloy because I think he is the first person that has really volunteered 
any useful information. And I want to express our appreciation to 
him because I think he has given us a reasonable education in the 
field. But we are anxious to get the true story here. 

Mr. Currrorp. Yes, and I think he is anxious to give it to you. I 
don’t think he is trying to hide anything. 

Mr. Roosrvett. We are not blaming him at all. We don’t want to 
even imply that he is trying to hide anything. He hasn’t. He has 
been very helpful to us. 

But Mr. Malloy I think basically what we are trying to establish 
is that there is a pattern here of prices which are arrived at in a 
very, let’s say, unusual method, different from any other industry in 
general that the committee has had presented to it. And we are 
trying to find out how it works. We are not trying to imply there 
is anything wrong about it. We just simply want to know how it 
works. We are trying to get the facts, as we said yesterday. 

Now, I think the important thing that we are trying to get at is 
that if you have, for instance, a situation where you have made a 
reservation—you have, as Mr. Brown said, a moral feeling of obliga- 
tion on that reservation. Then comes the time to make—give some- 
body your shipping order. 

Mr. Mauxoy. That is right. 

Mr. Roosrevett. You feel under normal circumstances—that that 
shipping order, you would like to have it go to the persons or group 
to whom you gave the reservation. But you are naturally going 
to ascertain good business judgment whether in giving it you are 
getting a competitive price, isn’t that correct 

Mr. Matuoy. Correct, sir. 

Mr. Roosrvetr. And therefore, in order to establish that, you are 
going to be awfully sure you know the competitive price. 

Mr. Matioy. Correct. 

Mr. Roosrvetr. Now, briefly, how do you know that you are getting 
the competitive price ? 

Mr. Mattoy. I feel that working close with the supplier it would 
natura.ly be to his advantage as well as mine to sell the merchandise 
on the right competitive basis, because the only way that we maintain 
and continue to be able to do business with that packer is on a com- 
petitive basis. Correct? So if there is going to be future business 
to come in from our various units to us, then we have to be competi- 
tive. And in order for him to maintain his shipping instructions and 
so on, we cannot maintain our volume if we are not competitive. So 
consequently if we were not, there would not be any orders. Correct? 

Mr. Roosrvett. I would think that would be correct. 

Mr. Mauuoy. So as far as the packer is concerned, it would seem to 
me that in order to continue to keep the flow going—as I said before, 
again the rule of supply and demand governing the whole picture— 
then that governs the market and the basis of movement. 

Mr. Roosevett. But in order to set that in motion, someone has to 
know, someone as to ask, and someone has to quote, isn’t that correct? 
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When you say the supply and demand, someone from that has got to 
say, “I am willing to sell my peaches at X cents,” and someone else 
has got to then make it a competitive market. You have got to be 
sure that is competitive. You are not going to just assume that the 
fellow you like to do business with is quoting you a competitive price, 
are you ¢ 

Mr. Ma.ioy. We have nothing but our own judgment, sir, on that. 

Mr. Roosrvetr. But your judgment is based upon something. You 
don’t just pull it out of thin air. 

Mr. Matxioy. No. As I said before, your quotations come in to 
you from the supplier, and again we are talking about the statistical 
figures of X number of cases, pack and so forth and soon. And that 
governs whether the market is, shall we say, steady, if it has right or 
cause to advance, and if there is oversupply, there is a tendency to 
decline. And that goes back to the economic rules of supply and 
demand. 

Mr. Roosrvetr. Suppose you know that there is a good deal of, let 
us say, peaches available, and you get a good sized order that you 
are supposed to fill. Don’t you have any method or don’t you feel 
that you have a right to go and say, “I have got a good sized order. 
I know that tae are prevalent, the supply is available. I am 
going to get the best price I can.” Don’t you do any negotiating at 
all at any time? 

Mr. Matxoy. With an order in hand, sir? No, sir. 

Mr. Roosevetr. Nothing? 

Mr. Matxoy. No, sir. 

Mr. Roosevett. In other words, you just call up and you say—let’s 
say you have got 10 people you have made reservations with in this 
particular product, and you call up and say, “I have an order for 
500 cases” 

Mr. Cuiirrorp. Excuse me. 

Mr. Matuoy. My legal counsel said possibly to clear up this mat- 
ter—on cling iitteed we use six suppliers. So there can’t be—— 

Mr. Roosrvett. In other words, you make reservations with six 
suppliers. 

Mr. Matxoy. That is correct. 

Mr. Roosevett. All right. Now, along comes—you have an order 
to fill from your main office, or one of your distribution points, and 
you immediately, I would think, would call them up, wouldn’t you, 
and say, “I have an order to fill.” 

Mr. Matuoy. No, sir. 

Mr. Roosevett. What would you do? 

Mr. Matuoy. If we have a reservation, a purchase order is made 
and it is submitted to the canner. We submit the purchase order and 
we have the shipping instructions with it. 

Mr. Roosrvetr. Before you submit the purchase order, don’t you 
give him a ring and ask what the price is that day? 

Mr. Matxoy. Youdon’t haveto,sir. They don’t change daily. 

Mr. Roosevett. How often do they change? 

Mr. Matxioy. We could go for a month, we could go for 6 weeks, it 
could go for 6 days. There is noset rule. 

Mr. Roosevett. There is no set rule. So if you are intelligent at 
all, you are going to call up and find out whether it changed. 
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Mr. Matuuoy. If there was going to be any change, it amounts to 
how much—5 cents possibly? In our branches, our units, like prac- 
tically everybody else in the food business we are on a strict regulated 
turnover basis. 

Mr. Brown. Right at that point, Mr. Chairman, when that pro 
forma pricelist is mailed to you at the beginning of the pack, then 
when there is a price change you get a revised version of that list! 

Mr. Mauuoy. If there is a published revised pricelist; yes, sir. 

Mr. Brown. How many published revised pricelists do you get in a 
normal year ? 

Mr. Matuoy. Average? 

Mr. Brown. Let’s put it this way. For every change in the so- 
‘alled market price on the street, do you get a published pricelist 
change? 

Mr. Matxoy. It is a very hard question to answer. It all relates 
again, as I mentioned numerous times—the supply and demand posi- 
tion. We have industry figures. 

Mr. Brown. Now just a second. Suppose that there is some man 
out here in the Middle West who gets this pricelist and he is on a mail- 
ing list for that. He isa small, relatively small operator. He doesn’t 
maintain an office on the street out here. Now, he is paying $2.85 for 
peaches, because that is the price as far as he knows on the published 
pricelist. Now, a week later or 2 weeks later you are paying $2.80, but 
there has been no change in the pricelist, no published list. And that 
man out there is paying $2.85. But because you have an office on the 
street, you are keeping up with these telephone changes. I wonder, 
Mr. Chairman, about the legality of changing prices without making 
it known to all. 

Mr. Cutrrorp. I think that goes to price fixing in the canning 
industry. 

Mr. Roosevetr. Well, I think you may be right. I think, however, 
in general, in answer to Mr. Brown’s question, I think it would be 
proper, would it not, to say that the individual changes that take 
place, whether they are at 6 days or 3 weeks, or several months, are 
not followed each time by a change written list that goes out generally 
toeverybody. Is that correct? : 

Mr. Matuoy. I cannot say, sir. 

Mr. Roosrvett.’ Well, do you get it? Do you get a written list 
from the canners every time that you get a change in price? 

Mr. Matnxoy. I think we are all under a misconstrued conception. 
Possibly I was the one that might have confused it. These prices are 
not changing as rapidly as possibly the impression of the hearing. 

Mr. Brown. We had a man this morning tell us that because of the 
changes and the fact that they are subject to change, they revise their 
set-asides every 90 days. Now, changing the pricelist every 90 days 
is a little bit unusual. The automobile people don’t change their 
prices every 90 days. Maybe that is unfortunate, but they don’t. 
But, now, in this instance I am wondering—and your records will 
show, if you complied with the subpena—it will show what you paid 
for prages for instance, from different suppliers, won’t it? 

Mr. Matxoy. I don’t see how it will, sir. You eliminated purchase 
orders and invoices, sir. 
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Mr. Brown. And yet you said just a moment ago that you have 
records in this group that would show the set-asides with their supplier. 

Mr. Matxyoy. Correct. 

Mr. Brown. And the shipping instructions? 

Mr. Matxoy. I would like to bring out, sir—you will notice on these 
there is a statement that will say, “Estimated required to be taken out 
of the pack of such and such a year, prices prevailing at date of 
shipment.” 

Mr. Brown. Well, then, does this card or record show what you 
paid each time that shipping instruction was issued to that supplier? 

Mr. Matxoy. I think—we have the purchase order form only as a 
means of convenience to make up this estimated requirement. 

Mr. Brown. I know; but I mean this record—you have to keep 
some books, surely. If you have a set-aside of 10,000 cases with the 
XYZ Packing Co. you must keep some record somewhere showing 
when you issue shipping instructions. - 

Mr. Matuoy. Yes, sir; we do. 

Mr. Brown. Does that record then show also the price you pay ? 

Mr. Matnoy. No, sir. 

Mr. Brown. Allright. Then we want the price. 

Mr. Roosevetr. Very frankly, that is information that this com- 
mittee is going to have to get—because if we do not have the price that 
you actually paid, we are lacking a very important part of the picture; 
isn’t that correct ? 

Mr. Cutrrorp. We will supply it. It will be a monumental task. 

Mr. Roosrvetr. I don’t think it has to be over a great period of 
time—just 1 year willbe plenty. You must have 

Mr. Currrorp. This man purchases—— 

Mr. Matxoy. A purchase order, sir—that is the only record of the 
price we have. 

Mr. Roosevett. Doesn’t anybody in the company average what you 
paid over the year and give the variation between the top and the 
bottom ? 

Mr. Marioy. No, sir. 

Mr. Roosgvett. There are no figures anywhere on that ? 

Mr. Matuoy. To show the top paid price of a given commodity and 
the lowest paid price—do we have figures of that nature? The only 
way we would have those figures, sir, is for I myself to take them off. 

Mr. Brown. Mr. Chairman, might I suggest that we pick out two or 
three commodities and let us get from everybody involved in these 
hearings a flow chart of when and in what quantities they requested 
set-asides and what they paid on certain dates on certain items and 
then we will be in a position to make worthwhile comparisons. 

Mr. Matxoy. Fine. 

Mr. Roosevetr. I think it would be well now for us to state that 
future notices to the witnesses who have been here or anybody else, 
that we will ask for that kind of a flow chart fora very limited num- 
ber of commodities, in order that we may know what prices you actu- 
ally paid over a reasonable period of time for those commodities. 
Now, whether you take them off your shipping instructions or how you 
get them—I presume from the previous witness’ testimony that he has 
them in his office. 
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Mr. Matxoy. Some of the fellows have different setups. Every- 
body has their own way of doing business. 

Mr. Roosevett. I think we want to make it clear to everybody that 
we obviously need that information. 

Mr. Brown. Now, in the material you have submitted in answer to 
the subpena, all written, printed price lists that you have received are 
included in that material ; right? 

Mr. Currrorp. All that he had at the time the subpena was received. 

Mr. Brown. Then we can see when we see what was paid whether 
the price list was changed or what. 

Mr. Roosrvetr. Mr. Malloy, we have taken much of your time and I 
want to apologize to you. But I have one last question. 

You have six suppliers you told me a little while ago in, let’s say, 
most of the commodities that you buy. Do you have more people 
offering, making offers to you, than those six suppliers—is that 
correct ¢ 

Mr. Matioy. Depending on the commodity ; yes, sir. 

Mr. Roosevetr. All right. Now, if one of those who is not included 
in your six calls you and makes you an offer, do you at no time ever 
inform your six that you have received that offer? 

Mr. Matxoy. No, sir. 

Mr. Roosrverr. At no time? 

Mr. Matuoy. No, sir. 

Mr. Roosgevett. Why not? 

Mr. Matuoy. Pardon? 

Mr. Roosevett. Why not? 

Mr. Matvoy. It isa matter of confidence, sir. 

Mr. Roosevett. It isa matter of what? 

Mr. Matuoy. A matter of confidence, a matter of principle. 

: ae Roosevett. Well, what would be wrong about your telling it to 
them § 

Mr. Matioy. What would be wrong, sir? 

Mr. Roosrvetr. Obviously, in the interest of your company you are 
going to go ahead eventually if this other competitor continues to give 
rou a better price—I would think you would get fired if pretty soon 

e didn’t replace one of your six ? 
_Mr. Mattoy. You have to take into consideration something else, 
sir. 

Mr. Roosrvett. Assuming all things being equal. 

Mr. Matuoy. Everything being equal. You mean do we discuss 
that given price by one supplier? As I mentioned before, we do not 
feel that one supplier creates a market. 

Mr. Roosrverr. I agree with that. I didn’t ask you that. What I 
asked you was if a supplier consistently called you up and made 
offerings to you, and you know everything else is equal—his quality 
is just as good and his service is just as good and all the rest of it— 
and he consistently comes up and tells you he will make a deal with 
you at a lower price than the six other people who have made a mar- 
ket, are you going to leave him out in the long run? 

Mr. Matxoy. I don’t think you can, sir, depending on the commod- 
ity and the quantity, because you know as true as I am sitting in this 
chair that ithes been offered to one of your competitors in distribution. 
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Mr. Roosrvetr. Right. So eventually he is going to be one of your 
six then; isn’t he? 

Mr. Matioy. That is a question I cannot answer, sir. 

Mr. Rooseveit. Well, Mr. Malloy, if he was one of your six, you 
would not hold your job very long—as soon as your superior knew 
that your competitors were buying from this guy and you refused 
to put him on your list, you wouldn’t be in the job very long; would 
you? What I am trying to get at is that it seems absolutely unbeliev- 
able that if you continue to get a better offer from one or even two or 
three different sources other than the six that you normally have been 
dealing with, that you would not find some way of communicating 
that information to them in your own interest. 

Mr. Mattoy. It doesn’t work that way, sir. Again we get back 
to how is the price established. It does not take long for that indi- 
vidual offering, that given commodity by a given packer to get around. 
How it gets around, don’t ask me, because I cannot answer that ques- 
tion. 

Mr. Roosevett. Well, I won’t ask you, don’t worry. 

Mr. Matxoy. I cannot answer it. But on that particular commod- 
ity, somewhere along that line that starts the decline in the market. 
And how it starts, I could not answer that, because I don’t know. 

Mr. Roosevetr. Well, I appreciate that, Mr. Malloy. 

Mr. MacIntyre. Mr. Malloy, you spoke in your discussion here 
about the developments of this—you said—call it the street price if 
you care—and others have referred to it as the California Street price. 
And you refer to it as being different from this published list, opening 
list price. Do you have any comment that you could make as to 
perhaps the amount of that difference between the published list price 
and the California Street price? 

Mr. Matuxoy. No, sir; there isn’t any usual differential. It depends 
upon the grade, quality, and the commodity in itself. 

Mr. MacIntyre. But on some commodities at some time it is quite 
substantial, isn’t it? 

Mr. Matxoy. Are we talking in dollars and cents or in percent? 

Mr. MacIntyre. Let’s talk about yellow cling peaches last May and 
June. It became quite substantial on 214’s in yellow cling peaches at 
that time, didn’t it? 

Mr. Matxoy. It became what, sir? 

Mr. MacIntyre. The differential between that first published price 
and the California Street price became quite substantial at that time 
on No. 214’s. 

Mr. Matioy. Last year in May the market was what we call very 
firm, in May. The price on cling peaches this year dropped when the 
major packer in California opened his prices. 

Mr. Riviera In other words, there was a substantial change be- 
tween the original list price and at some point they did drop substan- 
tially and there was a substantial difference—isn’t that right? 

Mr. Matxoy. You had a firm market in that particular commodity 
in May—a very firm market, because of the supply situation. 

Mr. Roosrvett. Whenever it happened, it did happen. 

Mr. Marsoy. Right. 

Mr. MacIntyre. And it attempted to— 
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Mr. Matxoy. It was 25 cents a dozen differential between the 
packing corporation’s price and the private label. 

Mr. MacIntyre. And there was about that difference between the 
published advertised brand on the regular list and the California 
Street price, wasn’t there? 

Mr. Mauxoy. No, sir. The differential was even sold at that time 
to all buyers regardless of California Street or where they were. They 
still had the so-called or shall we say the $2.35 price. Everybody had 
that opportunity to buy at that time. 

Mr. MacIntyre. That is after the prices were republished and 
reprinted. 

Mr. Matuoy. Correct. 

Mr. MacInryre. But there was an interval in there when the Cali- 
fornia Street price was substantially below the outstanding published 
prices of the various leading canners; isn’t that correct? On yellow 
cling peaches? 

Mr. Matxoy. It depends upon grade and can size, too. 

Mr. MacIntyre. 214-size cans. 

Mr. Matxoy. What grade? 

Mr. MacIntyre. The date of April or May. 

Mr. Matioy. What grade, sir? 

Mr. Roosrvett. Any grade. Pick any grade you want. 

Mr. Matxoy. Well, choice grade? 

Mr. MacIntyre. Yes. 

Mr. Mauuoy. There wasn’t any more than I believe at that time 
about a 714 cents a dozen differential. 

Mr. MacIntyre. 15 cents a case between the California Street price 
and the public price. 

Mr. Matxoy. Correct. 

Mr. MacIntyre. And that isn’t the only instance in which there 
has been that much of a differential between those two prices. 

Mr. Matxoy. Let’s take right at the present time it is 714 cents a 
dozen differential. 

Mr. Roosrvett. Could I ask one question there? Is there any place 
where the California Street price is published on a daily basis? 

Mr. Matxioy. On a daily basis? 

Mr. Roosevett. Yes. 

Mr. Matxoy. I have never seen it, as we refer to it, the California 
Street price ever published. 

Mr. Roosevetr. It has never been published? In other words it is 
pretty much solely the information of the people operating on Cali- 
fornia Street or in the general area and the canners, is that correct, or 
the suppliers ? 

Mr. Matioy. Of course that same price could be clear back in the 
city of New York or some place else. I could not say whether it is 
or not. I wouldn’t know. But it could be. 

Mr. Roosrvett. Yes. But my point is that there is no one place 
where it is officially reported, as for instance in many other commod- 
ities there is an official record. 

Mr. Matxoy. No, sir, not to my knowledge. 

Mr. Roosevert. Mr. Malloy, we sincerely want to thank you for your 
help to the committee and also to you, Mr. Clifford, and we will at this 
time excuse you, although you are under the jurisdiction of the sub- 
pena until such time as we may return to you. 
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The subpena referred to in this testimony will be made part of the 
record. 

(The document referred to was marked as “Exhibit No. 12” and 
will be found in the files of the subcommittee.) 

Mr. Roosevett. Is Mr. Brown here? 

Mr. Hicxry. My name is Edward Hickey. I am a lawyer. I am 
here with Mr. Brown, who has been subpenaed by your committee, 
and have just presented to your staff the papers in response to that 
subpena. 

Mr. Brown is employed at the San Francisco office of Topco as its 
buyer of canned foods, fish, vegetables, fruits, and other matters sub- 
ject to the inquiry of this committee. The papers we have produced 
have been in accordance with the subpena in relation to those pur- 
chases. 

I would like to state for the benefit of the committee that we have 
prepared a statement outlining the nature and the scope of Topco 
Associates, Inc., because we feel that it fills a unique role in the food 
distribution plans of this country. At the discretion of the committee, 
we will be very glad to prone the statement and have it made part of 
the record or have it read to the committee. 

Mr. Roosevett. I think the committee would be very happy to re- 
ceive it, and we will make it a part of the record, if that is all right 
with you. 

Mr. Hickey. Very good, Mr. Chairman. 

(The statement referred to is as follows :) 


PREPARED STATEMENT OF Topco ASSOCIATES, INC. 


Topeo Associates, Inc., is a cooperative purchasing organization owned by 27 
supermarket and wholesale grocery companies for which it buys. These mem- 
bers are located all over the country. Topco serves its members by taking over 
the duties of selecting, purchasing, and packaging of certain quality grocery 
products under various Topco brands. 

Topeo owns no processing facilities. It buys its products primarily under 
its own brands from many suppliers of varying size all over the country. Topco 
buys only for its owner-member companies. It sells to no one else. 

Only occasionally does Topco procure processed products under the packer’s 
label. Likewise, Topco does not purchase products under so-called national 
brands. The members do this for themselves independently and directly. 

The big national and regional chains were the first to institute private brands 
in the supermarket grocery field. These programs proved so strategic in building 
customer loyalty that the medium and smaller chains felt a severe competitive 
threat. Yet, such middle-sized or smaller chains could not really afford to insti- 
tute and operate a comparable private brand program on their own. This is the 
reason why Topco came into being. In 1948, a group of local chains banded 
together to form Topco for the purpose of supplying private brand products to 
their stores. What these smaller chains could not do individually, they could 
achieve cooperatively through Topco. Topco includes a procurement organiza- 
tion of commodity specialists, a quality program, including field inspection and 
laboratory testing, new product development and top quality packaging. 

Today the Topco member companies number 27 of which 25 are small and 
medium-sized supermarket organizations around the country and two are retail- 
owned wholesale grocers in the East. The supermarket group represents about 
750 stores. The two wholesale grocers are owned by and serve about 2,600 very 
small independent retailers. Four of the Topco members are only serviced on 
frozen foods. 

Topco procured products last year represented not more than 7 percent of what 


its members in total sold at retail. Topco’s sales to its members totaled approxi- 
mately $77.5 million. 
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My department in the San Francisco office is concerned with the procurement 
of west coast canned fruits, vegetables, juices, and other products heavily pro- 
duced in this area, such as tuna, and ripe olives. Purchases of these items 
amounted to approximately $8 million last year. 

The merchandise Topco purchases for its members is invoiced to the members 
at net cost. Topco does not take any markup or try to make a profit but instead 
tries to operate on a break-even basis. Topco’s administrative expense is 
financed by service charges to the members in accordance with an annual pro- 
gram and operating budget. 

Private or distributor controlled brand merchandising is a vital factor in 
the food business today. The volume of private brand merchandise sold by our 
competitors and other retail operators like our members has grown considerably 
in recent years. This growth has occurred as the benefits of private brand 
merchandise have become more apparent to both the consumer and the retailer. 
The consumer has come to realize that she gets an excellent value when she 
buys a reputable private brand—consistent top quality at a little less. The 
retailer has benefited from such private brand merchandising in that by offer- 
ing this better value to his customers, he develops a customer loyalty to his 
brands and, hence, to his stores. 

The merchandising policy of Topco’s members always has been to give their 
customers a good choice of two different types of products—both quality nation- 
ally advertised brands and their own Topco brands. That they try to do this 
is evidenced by the fact that, within the last few years, several of the Topco 
members have been named National Brand Retailers of the year. 

In taking products to market under the Topco brands, Topco is an important 
ally to its suppliers. In most cases, they are too small to be able to develop 
a marketing program to plan and develop new products, the packaging, the ad- 
vertising, the sales organization and the financing to market on a profitable 
basis for commodities which they produce under their own brand in competi- 
tion against the strong national brands. 

Hence, Topco and other distributors of private label have proved to be im- 
portant and valuable outlets for the smaller packers. Likewise, we need these 
independent suppliers and so it is obvious in Topco’s self-interest that they can 
depend on Topco for continuity in distributing their products. 

Topco accepts a continuing responsibility to help its suppliers operate at peak 
efficiency to produce quality products at the lowest cost, and to keep their 
methods and product formulas in pace with the improvements made by other 
producers. The food industry, always dynamic, is stepping up its pace of change. 
Many of these innovations come from a few giant manufacturers and retailers. 
It is part of Topco’s job to help the medium-sized and smaller processors and 
manufacturers to keep up with these changes. Topco is doing this in many 
ways—by joint research and product development projects, by trying to help 
its suppliers schedule their production better, by sharing its market knowledge, 
and by its cooperative efforts to help reduce freight costs, packaging costs, and 
handling costs. 

In its procurement operation, Topco has always endeavored to comply com- 
pletely with all laws and regulations, both Federal and local, relative to the 
conduct of Topco’s business. Within these requirements and limitations, it has 
been Topco’s objective to be able to buy competitively with its other chain com- 
petition, obtaining the highest quality products. 


Mr. Roosevett. Mr. Brown, would you give your full name and title 
and address ¢ 

Mr. E. H. Brown. Edwin H. Brown, Topco Associates, 900 Third 
Street, San Francisco, Calif. I am the west coast canned fruits and 
vegetables buyer. 

Mr. Roosevett. Thank you, sir. 

Mr. Brown, would you rise and raise your right hand. Do you 
solemnly swear that the testimony you are about to give before this 


committee shall be the truth, the whole truth, and nothing but the 
truth, so help you God ? 


Mr. E. H. Brown. I do. 
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TESTIMONY OF E. H. BROWN, TOPCO ASSOCIATES, INC., SAN FRAN- 
CISCO, CALIF.; ACCOMPANIED BY EDWARD H. HICKEY, CHICAGO, 
ILL. 


Mr. Roosrvett. Mr. Brown, you have heard the previous witnesses 
this afternoon, I believe. Is ans anything you would like to add, 
or furnish the committee in the way of a statement at this time? 

Mr. E. H. Brown. No, sir. 

Mr. Roosrvett. Can you tell me roughly the manner in which you 
received your orders in order to make — purchases in this market ? 

Mr. E. H. Brown. Yes, sir. At the beginning of the crop year, just 
before a new pack, we go out to our members—and I might explain 
here, because the statement wasn’t read, that we are owned by 27 
different members, 25 of them being retail supermarkets and 2 being 
wholesale groceries. So we go out to these members with a 
bulletin 

Mr. Roosrevett. Of these retail supermarkets, is there more than 
one market involved ¢ 

Mr. E. H. Brown. Yes, sir; there is a total of about 750. 

Mr. Roosevett. 750 individual retail outlets. 

Mr. E. H. Brown. In the supermarket chain, and about 2,600 in 
the wholesale. We go out to these members with a bulletin, giving 
the crop outlook, val the price outlook, and ask for their estimate 
orders for the year. And on the basis of these orders, we allot our 
pack plans to the suppliers. 

Mr. Roosevetr. In what form do you give that to them? In the 
form of just a letter of information ? 

Mr. E. H. Brown. At the beginning of the pack, we would give it 
to them verbally, and later on we would confirm that in writing as a 
purchase order—purchase contract, excuse me. 

Mr. Roosevetr. And that becomes a binding contract on you as well 
as them, or just on them ? 

Mr. E. H. Brown. Neither one. It is a working agreement. 

Mr. Roosrvetr. Subject under its terms to specific modification ? 

Mr. E. H. Brown. Yes, sir. In other words, we book our require- 
ments for shipment by May 31 of the next year, and we have quarterly 
review periods in the contract as of the end of November, January, 
March, and May. At this time, if we are not shipped up to schedule, 
they have the option of canceling the unshipped balance. Before they 
do that, of course, we usually talk. At the same time, I might in- 
crease my contract with him. 

Mr. Roosevetr. I see. And that provision from your end is made 
basically, I suppose, upon the demand from your outlets. 

r. E. H. Brown. About a month before our quarterly review 
period, we go out to our members with a review and order form, and 
on that we show their total order for the year, and the amount that 
they would have to order out to bring them up to schedule. And 
on that basis, they can plan accordingly. In other words, they try 
to live up to their schedule. Maybe one item needs promoting. 
The order comes back in and we ship it out and we know where we 
stand at the end of the quarterly review period. 

Mr. Roosrve.t. How many suppliers would you say on the average 
for each different product do you have? 
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Mr. E. H. Brown. That would vary quite a bit. Some of the 
larger commodities we have quite a few, like yellow cling peaches. 

Mr. Roosrvett. Six, eight, ten ? 

Mr. E. H. Brown. Yes, sir. And maybe a small commodity, where 
you don’t buy so much, like Royal Ann cherries you might have only 
a few. 

Mr. Roosrvett. A few being as low as one? 

Mr. E. H. Brown. Not usually. I mean—well, Royal Ann cher- 
ries might have three or four. 

Mr. Roosrvetr. Do you buy private label or 

Mr. E. H. Brown. I buy only private label. 

Mr. MacIntyre. Mr. Brown, you spoke of the different organiza- 
tions that are members of Topco for which you buy. And you men- 
tioned, I believe, 27 of them. And you spoke of the fact that they 
operate—that those that you buy directly for operate 750 retail 
stores. 

Mr. E. H. Brown. Approximately, yes, sir. 

Mr. MacIntyre. And that the wholesale companies for which you 
buy represent an additional 2,600 stores ? 

Mr. E. H. Brown. Yes, sir. They are very small retail grocery 
stores. 

Mr. MacIntyre. That makes a total of 3,350 stores in the 2 groups. 

Mr. E. H. Brown. I might say that one of those wholesale grocers 
does about—I guess about $40 million, and the other—I am just 
guessing—lI think it is about $20 million or $30 million. 

Mr. MacInryre. So those two do about $70 million ? 

Mr. E. H. Brown. Yes; $60 million or $70 million. 

Mr. MacIntyre. Now, one of the groups of the retail stores for 
which you buy is A. C. F. Wrigley, isn’t it ? 

Mr. E. H. Brown. Yes, sir. 

Mr. MacInryre. That is one of the 15 top chainstores in the 
country. 

Mr. E. H. Brown. That is right. 

Mr. MacInryre. And one of the other groups in the Penn Food 





oup. 

Mr. E. H. Brown. Yes, sir. 

Mr. MacIntyre. And that is in the top 30 chainstore organizations 
in the country, isn’t it ? 

Mr. E. H. Brown. That is right. 

Mr. MacInryre. Do you know what the total—your statement is to 
the effect that Topco procured last year products that represented not 
more than 7 percent of what its members sold at retail. But, even so, 
you stated that that amounted to $77 million. So what would your 
calculation be, therefore, as to the total retail sales of those that you 
represent ? 

Mr. E. H. Brown. Our total retail sales of all our members was 
approximately a billion and a half dollars. 

Mr. MacIntyre. A billion and a half? 

Mr. E. H. Brown. That is right. 

Mr. MacIntyre. That is $1,500 million and 3,300 stores. And tor 
those you are buying here on the west coast all of their canned fruit 
and vegetables under private label. 





SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 603 


Mr. E. H. Brown. With the exception of four of our members, who 
buy frozen only. One of those is A. C. F. Wrigley in Detroit. 

Mr. MacIntyre. And the purchasing instructions come to you from 
these 2 wholesale organizations and from the 27 retail organizations? 

Mr. E. H. Brown. Well, one of the wholesale organizations buys 
canned goods, which they just started here recently, and the other one 
does not, so I am actually only purchasing for one of the wholesale 
groups. 

Mr. MacIntyre. That is canned goods? 

Mr. E. H. Brown. That is right. 

Mr. MacIntyre. Now will you explain how the instructions come 
to you from the A. C. F. Wrigley Co. ? 

Mr. E. H. Brown. As I told you, A. C. F. Wrigley—I don’t buy for 
them. I don’t buy for the Detroit branch. I buy for some of their 
subsidiaries, like Humpty-Dumpty, of Oklahoma, and_Bettendorf- 
Rapp, of St. Louis. 

Mr. MacIntyre. Well, those units of A. C. F. Wrigley you do 
bay—or you did buy for before—how did you get the instructions to 
buy ? 

Mr. E. H. Brown. As I stated, at the beginning of the year we get 
estimated orders for the year, and from then on they just send me 
their order form and we ship it. 

Mr. MacIntyre. The purchasing official of that particular unit, 
A.C. F. Wrigley, does that, or the headquarters of Wrigley ? 

Mr. E. H. Brown. No, sir; the individual chain. 

Mr. MacIntyre. Inthe A.C. F. Wrigley group. 

Mr. E. H. Brown. Yes, sir. 

Mr. MacInryre. Is that also true of Penn Fruit ? 

Mr. E. H. Brown. Yes, sir. 

Mr. MacIntyre. And then you proceed to place with your pros- 
pective suppliers the estimates that they and all others that you repre- 
sent would expect you to buy for them ? 

Mr. E. H. Brown. That 1s right. 

Mr. MacIntyre. You combine that into the estimate. 

Mr. E. H. Brown. That is right. 

Mr. MacInryre. And then when you are ready to place orders 
against those estimates, what do you do? 

Mr. E. H. Brown. Well, as I said, we try to keep all our suppliers 
on a shipping schedule. So we would probably look at the supplier 
that was the furthest behind the shipping schedule and consider the 
geography and the nature of the items ordered, and ship accord- 
ingly. 

Mr. MacInryre. That is, it is part of your duties in doing that to 
secure a so-called competitive price for those for whom you buy? 

Mr. E. H. Brown. Yes, sir. 

Mr. MacIntyre. And by that you mean a price that would be bet- 
ter than the published price if the competitive prices are in fact bet- 
ter than the so-called opening published prices? 

Mr. E. H. Brown. That is right. 

Mr. Roosrveir. Could I interrupt for a minute. 
tain what you think that price ought to be ? 

Mr. E. H. Brown. Well, we have done business with our suppliers 
for quite some time and we tend to do business every year with the 


How do you ascer- 
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same suppliers. At the beginning of the season, we may ship for a 
certain time, with the only thing being “bill at opening,” until such 
time as the price has been established and then it is usually done by 
our suppliers calling up and telling us what the price will be. If 
they don’t know what the price is themselves—it is a job of the com- 
pany, of course, the sales managers, to be well informed. And they 
may say, “Well, let’s make this a tentative price.” In that case, we 
put a “tentative price” on our order and “protect against opening” 
until such time as the price has been established. 

Mr. Roosrvett. And the price is established in what manner? 

Mr. E. H. Brown. Like I say—these people are pretty well in- 
formed. They call and give youa price. If they say it is a tentative 
price, they are not well enough informed to be able to give you what 
they think the price will be. But after a certain length of time has 
gone by, the price is well known. 

Mr. Roosevetr. Do you know how they get informed ? 

Mr. E. H. Brown. No, sir, I do not. 

Mr. Roosevett. How do you ascertain that the information that 
they give you is the correct information ? 

Mr. E. H. Brown. As I say, we have a number of suppliers in most 
every item, and it doesn’t take you long, if you have several suppliers 
at, let us say, the low level, maybe one or two at the high level—you 
know what the market is. It isnot the high level. 

Mr. Roosgvir. If that happened, would you inform the fellow at 
the high level he is all wet and he had better get in line? 

Mr. E. H. Brown. No, sir; as I say, these are only tentative open- 
ing prices. It is just a matter of time usually until those prices are 
well established. 

Mr. Roosrvett. In other words, if he is out of line, he automatically 
corrects his own position. 

Mr. E. H. Brown. That is about what it amounts to. In certain 
cases they are out of line and they stay out of line, and they know they 
are out of line. That isanother problem. 

Mr. Roosevett. Then what do you do? 

Mr. E. H. Brown. It all depends on the circumstances. Say it was 
the end of the pack year—we have a very extensive quality control 
program. We have written specifications on every item we buy. And 
they have to meet those specifications. So we have these set aside for 
us. And to buy that quality at the end of the pack year, when there 
is limited supplies available; it is not always easy. So sometimes we 
may find ourselves, after shipping out the suppliers at the lower price, 
shipping higher priced merchandise. 

Mr. Roosrvett. Could I ask you one other matter of opinion. If a 
chain distributor does not have the kind of organization available to 
him that you—to do the function you perform in this area, how, in 
your opinion, will he become informed if wanted to make purchases 
in the California market as to the price that he should pay ? 

Mr. E. H. Brown. I really don’t know. I couldn’t answer that 
question. 

Mr. Roosevetr. Is it your opinion that the so-called published list 
serves any useful purpose outside of establishing the initial price which 
some individual or chain operation that does not have representation 
here is more or less forced to follow ? 
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Mr. E. H. Brown. I think it does. It givessome idea. I mean prices 
do vary from year to year as the total supply varies. 

Mr. Roosrvetr. How often, to your Growin is that published 
price list changed or brought up to date ? 

Mr. E. H. Brown. On some items it doesn’t change too often during 
the course of a pack year. Actually it doesn’t, in my opinion, change 
too often. 

Representative Brown. Excuse me, Mr. Chairman. On that point, 
you mentioned Bettendorf-Rapp, of St. Louis. How long have you 
been procuring for them out here? 

Mr. E. H. Brown. I would say almost 2 years. 

Representative Brown. Now, prior to that time, did they have a 
buyer out here on the west coast ? 

Mr. E. H. Brown. No, sir. 

Representative Brown. Now, would they buy off of the so-called 
published list price? 

Mr. E. H. Brown. I really don’t know, sir. 

Representative Brown. You have never discussed that with them ? 

Mr. E. H. Brown. No, sir. 

Representative Brown. Have they ever indicated to you they feel 
it is worth while having you out here on the street ? 

Mr. E. H. Brown. We do more than buying. We have a quality 
control program and we get them the quality they want, which they 
cannot get without having an extensive quality control organization. 

We have men in the field all the time examining the packs. We 
have our lot set aside at the cannery and held for us by can code. 
We also have quite a packaging department in our Chicago office which 
designs our labels and all the packages for our powdered milk and 
many, many other items which we buy that they could not have if 
they did it themselves. In other words, the volume would not be 
there to have packaging on a national brand level. 

Representative Brown. But in addition to all that, they no doubt 
figure that they get more “competitive” prices by having you out here 
on the street than they did before, don’t they ? 

Mr. E. H. Brown. Well, I would like to feel that they think that 
they are competitive in all respects, on every item we buy, even if 
_ may be some items or many items they could have bought just as 
well. 

Representative Brown. Well, you don’t know whether they bought 
off the published list price. 

Mr. E. H. Brown. No, sir, I don’t. 

Representative Brown. Do you know whether anybody else which 
you now represent did buy off the list price? 

Mr. E. H. Brown. No, sir, I do not. 

Mr. Roosevetr. Mr. MacIntyre, do you have any further questions? 

Mr. MacInryre. Mr. Brown, you of course received the subpena 
requiring you to produce documents here today. Have you complied 
with this? 

Mr. E. H. Brown. Yes, sir. 

Mr. Roosevetr. You have produced the documents. 

Mr. E. H. Brown. Yes, sir, we turned them over to your committee. 

Mr. MacIntyre. They are in this box on the table before the com- 
mittee representative there ? 
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Mr. E. H. Brown. That is right. 

Mr. MacIntyre. In complying with that subpena, what did you do 
about taking from your records the documents called for under group 
1¢ That is the statements of policy and purchasing plans of the 
various people you represent. 

Mr. E. H. Brown. We procured from our files all the records that 
were called for of those under group 1. 

Mr. MacInryre. You did find statements of policies, purchasing 
policies, and plans? 

Mr. E. H. Brown. We also submitted our Topco buying manual, 
a section from that, telling how we handled members orders. That 
is made a part of the 

Mr. MacIntyre. Of the group 1 items? 

Mr. E. H. Brown. That is right. 

Mr. MacIntyre. Now, as to group 2 you have included records from 
the files of your company which are in the form of communications 
between you and those for whom you buy ? 

Mr. E. H. Brown. That is right. 

Mr. MacIntyre. Including instructions to you and your reports and 
market bulletins to them ? 

Mr. E. H. Brown. My communications are all there, telling them 
of market conditions and price changes. 

Mr. MacIntyre. Under group 3 you have given us the records of 
your communications with the suppliers ? 

Mr. E. H. Brown. Yes, sir. 

Mr. MacIntyre. Now, what about the items under group 4, which 
call for your production of documents relating to discussions or com- 
munications between representatives of your company and any rep- 
resentative of any of its competitors ? 

Mr. E. H. Brown. We have no such records. I have never talked 
to any of our competitors on the phone or on any business matter 
whatsoever. 

Mr. MacIntyre. You found no record of anything of that kind 
in the offices of your company ? 

Mr. E. H. Brown. No, sir. 

Mr. MacIntyre. And to your knowledge none exist ? 

Mr. E. H. Brown. To my knowledge there is none existing in the 
company. 

Mr. MacIntyre. Mr. Chairman, I suggest that in the notice from 
you to the witness about his reappearance, there be included, as you 
noted will be included in the notices to the other witnesses, a require- 
ment for the production of certain invoices which will there be 
specified. 

Mr. Roosrvett. Mr. Brown, you understand what Mr. MacIntyre 
just said. We will upon your next appearance before the committee 
request that you make available at that time 

Mr. E. H. Brown. Yes, sir: you will tell us the commodities. 

Mr. Hickey. We will be glad to cooperate in every way with the 
committee. 

Mr. Roosrvett. Thank you very much, sir. We want to thank both 
of you very much, and under the same arrangement that we made with 
the others, you will be excused at this time. 
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The subpena referred to in this testimony will be made a part of 
the record. 

(The document referred to was marked “Exhibit No. 13” and will 
be found in the files of the subcommittee. ) 

Mr. Roosrvett. The committee would like to inquire at this time 
whether Mr. William Corbus, of the Great Atlantic & Pacific Tea Co., 
is present ? 

Mr. Corbus, would you and your attorney come forward. There 
is a very limited question we would like to put to you. Please sit 
down. 

Mr. Hawkins. The witness has previously been sworn, Mr. Chair- 
man. 

Mr. Roosrvert. Yes. 


FURTHER TESTIMONY OF WILLIAM CORBUS, FIELD BUYER FOR 
THE GREAT ATLANTIC & PACIFIC TEA CO., SAN FRANCISCO, 
CALIF.; ACCOMPANIED BY FREDERICK H. HAWKINS, OF PILLS- 
BURY, MADISON & SUTRO, SAN FRANCISCO, CALIF. 


Mr. Roosevetr. Mr. Corbus, the committee, during these 2 days, has 
been somewhat, I think, confused and perhaps a little bit—I would 
like to ask a question to clarify the situation which has us confused. 

Each and every witness has pretty well made the point that at no 
time were there any negotiations between the buyers and the sellers; 
and to us this seems so unbelievable that I wondered if you would care 
to give us some comment as to why such a situation and how such a sit- 
uation can exist in this industry where it seems not to exist in any 
other industry; and if this is so, why it is so; and if it is not so, we 
would like to get your opinion on it. 

Mr. Corsus. Well, Mr. Chairman, I certainly could not tell you that 
prices are not negotiated, because there is an interchange of ideas be- 
tween the buyer and the seller. We discuss the general market condi- 
tions, the canners with whom we deal, and we deal with a great many 
of them, ask our opinion as to what we think about the general market 
condition. We tell them what we think about the general market 
condition. 

At the same time, they are free to name their price, and we do not 
have to accept it. We either accept it or reject it, but certainly so far 
as I am concerned, there is negotiation, a frank exchange of ideas and 
opinions. 

Mr. Roosevett. Just as you would have the right to accept or reject 
any offer made to you. 

Mr. Corsus. That is correct. 

Mr. Roosevett. I presume you would do just that; would you not? 

Mr. Corsvs. That is correct. 

Mr. Roosevett. Well, then, my impression is wrong, and I believe 
that Mr. Brown will agree with me, that perhaps we have been some- 
what misled, that there was not this interchange of opinion and ne- 
gotiation and discussion ; and as far as I am concerned, I certainly have 
not indicated that I think there is anything wrong in this. It would 
seem to me this would be a normal way to reach a price in order to be 
sure that you were getting what you considered to be a competitive 
price. 








608 | SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 

Mr. Corsus. Well, Mr. Chairman, I certainly would not presume 
to speak for any other organization or buyers; but so far as I am con- 
cerned, in our operation, we freely inquire of our regular suppliers as 
to what their asking price is; and that does not necessarily establish 
the market either. That is what their particular idea is at that time. 

Mr. Rooseverr. Would it be possible that you would occasionally 
say, “I think you are out of line and maybe the situation is going to 
change before we could make a purchase at that kind of a price.” 

Mr. Corpus. I think that is a reasonable statement. At least that 
is my experience. I do not wish to give you the impression, either, 
that we are dictating prices, because we are bending over backwards, 
in view of our experience, to not dictate prices, but to try and find 
out what the true market is. 

Mr. Roosrvetr. Well, Mr. Corbus, if I may say so, I think the other 
witnesses bent over backwards so far they became unbelievable. I 
appreciate your frank statement to the committee. I think it does 
bring it more within the realm of reality. 

Mr. Corpus. I certainly do not wish to be argumentative with any 
organization. I was just telling you what our practice is. 

Mr. Roosevetr. Would you care also to comment a little bit—we 
have had this so-called initial pricelist discussed somewhat this after- 
noon. Is it your experience that this initial pricelist could be per- 
haps brought up, more up to date, by more frequent publication in 
order to be of real service to those who do not have representatives on 
the street here? 

Mr. Corsus. I think that possibly might be helpful. I have never 
been able to figure out myself actually why there was a formal printed 
list, because at least in my experience—there are some exceptions—for 
example, this year the printed list on yellow-cling peaches was $2.35 
and that I believe was the going market. But most of the time a 
printed list on a so-called trading item has meant nothing. As some 
of the other witnesses have testified, it is just a question of time and a 
very brief period of time before the canner would call you and say, 
“Well, our ideas are this, and what do you think?” And so on. 

Mr. Roosrvetr. But obviously, it is initially issued with something 
im mind. I presume that what it is issued for is as a guide to those 
not, shall I say, belonging to the club. 

Mr. Corpus. As I said, I have never been able to figure out why 
they issue a printed list. 

Mr. Roosrvetr. Mr. Brown, do you have any questions ? 

Mr. Brown. All this is beginning to make a little more sense and 
sound like other legitimate businesses. It has been my observation 
and my business experience that any buyer who did not try to get 
the best quality he could at the lowest possible price was not worth 
having on the payroll. 

Mr. Corpus. I don’t think many of us would be buying very long if 
we did not attempt to get the lowest legitimate price. 

Mr. Brown. Actually, to those who are represented on the street 
out here, the so-called printed pricelist of the canners and packers 
means very little to you, for instance. 

Mr. Corzus. With some limited exceptions ; that is true. 

Mr. Brown. We must find out, I think, Mr. Chairman, whether that 
is meaningful to some people who are not represented on the street. 

















SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 609 


Mr. Corpus. I think—I don’t know—I believe that a great many 


— who are not represented on the street are buying on the same 
asis, so-called street prices. 


Mr. Brown. You do believe that. 

Mr. Corsus. Yes, sir. 

Mr. Brown. How do they get the information ? 

Mr. Corsus. From canners. 

Mr. Roosevetr. But they would not actually be in the same competi- 
tive position, because if there were changes, as I think has been made 
pretty clear to the committee, this information gets around the street 
fairly quickly. They would not be able to do that kind of checking 
that you do in a matter of a relatively short period. 

Mr. Corsus. I don’t know. That may be true of some; but I think 
also that you might find that there are some who are not represented 
here who get the information just as quickly, and sometimes we hear 
it back from other markets before I have actually heard-it, which I 
know sounds strange, but that is true. 

Mr. Brown. This is a most intriguing business. I am eager to get 
on with the next hearings. 

Mr. Roosevett. Well, Mr. Corbus, we want to thank you very much. 
Mr. MacIntyre has one question. 

Mr. MacIntyre. You speak about people in other markets having 
information about what prices you pay here on the street. You are 
aware, of course, that back in the latter part of last winter the Federal 
Trade Commission published charges in a case that you on the street 
were paying 40 cents a case less than the Grand Union. That was 
just prior to Grand Union’s establishment of an office on the street 
in May of this year. You recall those circumstances, do you? 

Mr. Corsus. Yes, I do. And I think also if you care to check fur- 
ther, you would find in some cases we were paying more than other 
people were paying. 

Mr. MacIntyre. But there is an instance of Grand Union paying 
40 cents more than you. 

Mr. Corsus. That is what the record showed. 

Mr. MacIntyre. At that time Grand Union did not have a street 
office here but has had since May of this year. You have heard the 
testimony. 

Mr. Corsvs. I have, yes. I have read some of the testimony. 

Mr. Roosevetr. Mr. Corbus, thank you very, very much for your 
assistance to the committee. We appreciate it. 

The committee will reconvene in San Francisco at a date to be set 
by the Chair. We will now adjourn subject to call of the Chair. 

(Whereupon, at 4:30 p.m., the subcommittee recessed, subject to call 
of the Chair. ) 
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MONDAY, NOVEMBER 9, 1959 


House or ReprEsENTATIVES, 
SuscomMiTree No. 5 on Disrrisution PRropteMs 
or THE SeLect Commirree To Conpucr a Stupy AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BusINEss, 
San Francisco, Calif. 

The subcommittee met, pursuant to recess, at 10:30 a.m., in room 
338, U.S. Post Office Building, San Francisco, Calif., Hon. James 
Roosevelt (chairman of the subcommittee) presiding. 

Present: Representatives Steed, Roosevelt, Brown of Missouri, 
Moore, and Avery. 

Also present: Everette MacIntyre, general counsel ; Jane Hicks, re- 
search analyst; and Brooks Robertson, analyst. 

Mr. Roostevett. The committee will come to order, please. 

Before proceeding with the hearings, I would like to have the 
pleasure of introducing my colleagues and extending to all of you a 
very cordial welcome. 

On my right is Congressman Steed, of Oklahoma, and on my further 
right is Congressman Brown of Missouri. And on my left, minority 
members, Congressman Moore of West Virginia, and Congressman 
Avery of Kansas. 

This is the full membership of Subcommittee No. 5 of the House 
Small Business Committee. 

I have been also asked to make the announcement that unfortunately 
the rule must be very strictly enforced that there will be no smoking 
in the courtroom. ¢ combat that as not the ruling of the House 
Small Business Committee. That is the rule of the court. 

Today the subcommittee is resuming its hearings in San Francisco 
to investigate the charges that certain large chain food retailer or- 
ganizations have engaged in unfair practices with the result of in- 
juring and threatening the survival of many small-business firms. 

It is alleged that these practices have been utilized in part through 
buying offices on or near California Street in San Francisco, through 
which are exerted allegedly severe and undue economic pressures. 

I wish to reiterate what I have said heretofore, that the subcommit- 
tee is making no charge against anyone connected with the food in- 
dustry. We are here to gather the facts relevant to the situation. 
We believe that a thorough study should be made and is in the process 
of being made of the situation about which charges have already been 
leveled. And it is our duty to determine whether the trade practices 
and conditions involved are damaging to small business, or contribute 
in any substantial way to the injury and destruction of small inde- 
pendent business firms in various segments of the food industry. 
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For these reasons, we are closely scrutinizing all of the factors in- 
volved in the operation of the so-called California Street buying of 
canned fruits and vegetables. 

It will be recalled that when the subcommittee met and held hear- 
ings in San Francisco on October 8 and 9, 1959, we received records 
from representatives of several large chain retail food firms. Since 
then, representatives of this subcommittee have examined these records 
and noted some which will serve as a partial basis for the examination 
of some of the witnesses to be heard during the course of the hearings 
commencing today. 

Also, in part, records have been noted amongst those we have re- 
ceived which will be utilized by the subcommittee in its further con- 
sideration of the problem, and in making reports to the full Select 
Committee on Small Business and through it to the House of Rep- 
resentatives. 

We made only a preliminary examination of the witnesses who 
came before us on October 8 and 9. We noted at that time that they 
would not be examined then regarding the contents of the documents 
that were presented to us. However, they, and I am sure many of 
you will remember, that we observed that upon the resumption of 
our hearings in November, the witnesses would be questioned about 
the matters to which the documents relate. 

During the course of our hearings this week, we have provided for 
hearing testimony, first, from experts, then from representatives of 
growers of fruits and vegetables, processors, retailers, and finally, 
from consumers. 

Of course the actual buying practices of the so-called California 
Street buyers will receive special attention. It is anticipated that 
our hearings will continue through each of the succeeding days of 
the week to and including Thursday, November 12. 

During the course of our October hearings, we stated that we had 
information to the effect that sellers dealing with the California 
Street buyers would not dare to even speak out about the buying prac- 
tices, because of fear that sellers would be punished for such rashness 
by having more than half of the domestic market closed to them. In 
that connection, it was stated that the canners have nothing to fear 
from reprisals, if they should testify about alleged unfair chainstore 
buying practices because the Government has machinery which could 
and would be utilized to counter any such reprisals. 

Subsequently, during the last few weeks, the trade press questioned 
whether the Government has any power which could be utilized to 
counter reprisals and retaliation against anyone required to testify 
before this subcommittee. It has been speculated that the only power 
is ee of political pressure and statements of Congressmen “for the 
record,’ 

I want to emphasize that neither I nor my colleagues agree with 
that speculation. The law is well settled, and far too elementary to 
warrant detailed discussion at this time regarding the ability and 
power of the Government to punish anyone who would dare to act 
against a witness because of his testimony before a committee of the 
Congress. On that point, the provisions of the law are clear. And 
let me add, the “punishment,” and I put that in quotes, to which I 
refer, is not provided for in the form merely of a cease-and-desist 
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order. In that connection, I refer to title 18 of the U.S. Code, section 
241(a), and I would emphasize that that particular section of the code 
carries with it very specific fine and imprisonment penalties, and is a 
criminal statute. 

We know that those who are to come before us here this week are 
well advised by able counsel. Therefore, we have reason to believe 
that they are not only aware of their rights and privileges, but also 
of their responsibilities and liabilities. 

With this thought in mind, we should be able to rest assured that 
they do understand, not only the clear provisions of the law to which 
I have referred, but also the factual significance of acts to which such 
law could apply. 

In view of these circumstances, subpenas have been issued requiring 
the appearance and testimony of canners, and I emphasize that the 
subpena means that the individual has not volunteered to come before 
the committee, but has been ordered by the committee to —_—— before 
it—testimony of canners who deal with the so-called California Street 
buyers, employed by large chain store organizations. These witnesses 
are called to testify about the buying practices of these California 
Street buyers and related matters. We do not expect anyone to engage 
in any reprisals or retaliation against any witness because of his 
testimony. 

We are aware that the requests of the subcommittee for informa- 
tion from the buyers has required much additional time and effort 
on their part. I want to publicly say that we appreciate the prompt 
and cooperative manner with which they have complied. 

California is the largest canned food producing State in the Na- 
tion, with an average pack of about 217 million cases, amounting to 
sales of over $1 billion annually wholesale. The State produces 46 
percent of all the vegetables grown for processing in the United States, 
and more than 66 percent of the fruit. A major part of these products 
are purchased by California Street buyers. Through data submitted 
by the buyers, we shall get down to cases on the allegations which 
have been made to the subcommittee regarding the buying practices 
of the large wholesalers and food chains. 

We are told that the business practice of requiring the packer to 
hold stock on reserve for the buyer, with no firm commitment, is some- 
times ruinous to the packer. If his price wasn’t right, we are in- 
formed, the packer didn’t get shipping instructions, which amount to 
a firm order to sell. 

How the right price is determined, and how the canner discovers 
what it is, is something the subcommittee intends to learn. 

The flow chart data submitted to the subcommittee by the buyers 
has been prepared on their purchases of yellow cling peaches, frozen 
spinach, and tomato catsup, during the 1958-59 period. We now 
know how much each buyer has set aside with each supplier, the 
amount he had shipped out on what date, and at what price. 

These commodities were selected because they were big California 
packs, and would give us a fair idea of the purchasing practices of 
the large buyers in the State market. 

This subcommittee is investigating a serious situation, which is 
indicative of a condition existing in the entire country. This is the 
growth of monopoly, big business monopoly. There is less and less 
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chance for the small businessman to have an opportunity to exist in 
= present economy, providing, of course, that he can get started at 
all. 

The Government has a duty to watch for the rights of the individ- 
ual. It is that which this committee is charged with doing. 

There are many ways of life being discussed in these hearings— 
that of the farmer, whose income from processed eacoues is only 
20 cents, if that much, out of every dollar spent; of the wholesaler, 
who sees his business vanishing before his eyes in the change of mar- 
keting methods; of the canner, who gets less for his pack and must, 
therefore, pay less for it; of the consumer, who must pay more and 
more for food for the family. 

It is agreed by many that there is something wrong here. Our 
job is to discover the facts, and then if warranted by the facts, to 
propose solutions. 

Because of the general public interest in these hearings, I have 
arranged, together with any other members of the subcommittee who 
might wish to meet the press, radio, and TV representatives, imme- 
diately following the conclusion of hearings on Thursday noon at a 
room to be announced. At that time we will summarize some of the 
highlights of the testimony, and any other evidence presented, and 
attempt to answer such questions as those interested may wish to ask. 

May I say in conclusion to some who have asked that there is a rule 
of the House of Representatives which prohibits any televising of 
the actual proceedings of any committee, and secondly, the taking of 
any photographs during the time that the committee is actually in 
session. And, therefore, if the press has any requests for such photo- 
graphs, they should be made to the chairman or a member of the staff 
prior to the commencing of the hearing, and we will attempt to then 
go into a recess in order to accommodate the members of the press. 

The first witness before us this morning, at the invitation of the 
committee, is Dr. William Kuhrt, market order specialist of the State 
Department of Agriculture of the State of California. 

Dr. Kuhrt ? 

Mr. Moore. Mr. Chairman, previous to hearing Dr. Kuhrt, any 
pictures that may have been taken up to this time are legitimately 
usable pictures ? 

Mr. Roosevetr. Any pictures taken at any other time except when 
the committee is in session are, of course, perfectly proper for publi- 
cation. 

Mr. Moore. The reason I asked—I noticed that probably an indi- 
vidual has taken some of these proceedings thus far, and he might 
want to know whether they are usable or not usable. 

Mr. Roosrvertr. During the time that we are in session—— 

Mr. Moore. The time you were reading your statement. 

Mr. Roosrvetr. Technically, the picture is not in order. If the 
gentleman wishes to take another one, we will be glad to accommo- 
date him either now or when will be convenient to him. 

Dr. Kuhrt, will you raise your right hand ? 

Do you solemnly swear the testimony you are about to give before 
this committee shall be the truth, the whole truth, and nothing but 
the truth, so help you God? 

Mr. Kunrrt. I do. 

Mr. Roosevett. Won’t you be seated, sir? 
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We are very appreciative of your taking the time to be with us, 
and we look forward to hearing from you. 


TESTIMONY OF WILLIAM J. KUHRT, ASSISTANT DIRECTOR, CALI- 
FORNIA STATE DEPARTMENT OF AGRICULTURE 


Mr. Kuurr. Thank you, sir. 

Mr. Chairman, and members of the committee my name is William 
J. Kuhrt, assistant director of the California State Department of 
Agriculture. 

As the committee knows, I have been asked to appear here today to 
discuss the subject of self-help marketing control programs in Cali- 
fornia. 

California began its self-help marketing control operations in 1933, 
but it was not until 1937, with the enactment of the California Mar- 
keting Act, that an adequate and constitutional act became available 
to agricultural producers and handlers of farm products in this State. 
Since 1937, the California Marketing Act has become the foundation 
for practically all of the self-help marketing control programs in op- 
eration. Since then, a few special acts such as the Dairy Industry 
Advisory Board and the California Beef Council Act have been made 
available primarily to provide an easier method of obtaining producer 
approval, or for some other special purpose or reason. 

While the California Marketing Act became effective during the 
earlier years of the depression period, the need for it had been recog- 
nized many years before this. Even in the early 1920’s, while great 
effort was being spent throughout the United States in the develop- 
ment of cooperative marketing associations, it became evident that 
such cooperative associations could not solve some of the most vexing 
farm problems. Among these were, first, the need at times to control 
seasonal surpluses in order to av oid tragic financial losses to farmers 
resulting from price demoralization. Secondly, farmers and their 
cooperatives ios come to realize that there was a need to maintain 
a uniformly satisfactory quality of farm products made available to 
consumers throughout the country so that low-grade products would 
not adversely affect market prices, and, furthermore to stimulate con- 
sumer satisfaction. Lastly, in California with our expanding agri- 
culture, farm leaders recognized that some method of market. expan- 
sion through education and promotion would be a necessity, and that 
2 be successful it would need to have the financial support of all pro- 

ucers. 

Farm and cooperative leaders had come to recognize by the early 
1930’s that cooperative associations could not solve these three difficult 
problems since none of them could be solved without legislation which 
would insure compliance and support of all producers. Besides, in 
many cases it was recognized that the support of the handlers of these 
products would be very y helpful. It is true that the depression crystal- 
lized the conviction that legislation was needed, but the basic needs 
had been recognized much earlier. The early ‘trials on marketing 
legislation beginning in 1933 with our Agricultural Prorate Act fur- 
ther strengthened the convictions of our farm leaders that marketing 
control legislation, if adequate and constitutional, would certainly 
help our cooperatives and farmers in general to solve these vexing 
problems. 
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To accomplish the purposes recognized by our farm leaders, the 
California Marketing Act was drawn so as to provide five basic types 
of authority for regulation. These stated simply are— 

1. Surplus control; 

2. Quality improvement ; 

3. Advertising and trade promotion; 

4, Research and surveys; 

5. Control of unfair practices. 

Most of these authorizations are written in broad langauge so that 
our department and our administrative boards have considerable lati- 
tude in endeavoring to formulate regulations which are especially 
adapted to meet the problems in each of our agricultural product 
groups. For example, under the surplus control organizations, it is 
possible to put into effect regulations which bring supplies generally 
into line with market demands by means of marketing quotas or other 
similar quantity restrictions, or by limiting the male of time for the 
processing or handling of products or by diverting excessive quanti- 
ties of products into either stabilization or surplus pools. Whenever 
any surplus control operations are put into effect, however, they are 
administered in such fashion that there is always plenty of the product 
made available to consumers. 

Under the quality control provisions, it has been possible to put 
into effect regulations which improve the grade, size, maturity, con- 
dition, and packaging requirements to insure that the quality of prod- 
ucts being moved to market will bring reasonably good consumer 
satisfaction. Regulations of this type provide the consumer with a 
better product, and at the same time reduce economic waste through 
savings in cost of packaging, transporting, and selling inferior prod- 
ucts which frequently do not bring a sufficient price in the market- 
place to defray the costs. At the same time, such regulations remove 
from the normal channels of trade products which are of such low 
quality that they could not give consumer satisfaction, but can be 
diverted to byproduct uses, thereby preserving value they may have. 
At the same time, such quality regulations reduce supplies in sufficient 
amounts so that in many years it is not necessary to use drastic forms 
of surplus removal. 

The third type of regulation, that of advertising and trade promo- 
tion, has been used quite effectively on a considerable number of Cali- 
fornia products. With our expanding agriculture in California, it 
has seemed sound to our farm people to do everything possible to tell 
consumers about the food and nutrition values of our farm products 
and to cause them to increase their consumption. Some examples of 
successful promotions under our California marketing laws would 
certainly include milk, cling peaches, honey, Bartlett pears, olives, 
prunes, wine, and many others. Furthermore, it has been possible 
through such promotional authority to introduce to the public gener- 
ally throughout the United States some of our newer products. One 
of these which obtained rather spectacular success was that of frozen 
lemonade, a program sponsored by the lemon industry of our State. 

The research and survey authorization also is quite generally used 
by our farm people. This type of authority is used to undertake 
quickly research and survey work designed to find answers for press- 
ing problems in production, processing, or distribution of farm prod- 
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ucts. Research work is usually done by the University of California 
or other qualified research agencies in this State, but the advantage of 
the marketing program is that the advisory board is able to make 
money available and to enter into agreements with these research 
agencies to have such work done at an early date, and, furthermore, 
when the work has been completed, the results can be disseminated 
to all producers and handlers who would be benefited thereby. 

The survey work has also been quite acceptable, and includes mar- 
keting and trade surveys preliminary to the carrying on of promo- 
tional activities, and also includes financial participation in carry ing 
on programs with the Federal Research and Marketing Administra- 
tion on various selected projects. Among these projects have been 
the so-called objective sampling surveys carried on for the purpose 
of finding better methods of forecasting production of our principal 
crops so as to reach a higher and more satisfactory degree of accuracy. 

Regulations relating ‘to unfair practices have not been used to’a 
great extent because of the difficulties involved in establishing par- 
ticular practices as being clearly in the nature of unfair practic es. 
Considerable effort has been put forth in this respect, but to date, this 
activity has attained only a moderate degree of success and accept- 
ance by the courts of our State. 

Among the general and policy provisions, each marketing program 
provides for nomination by the industry and appointment by our 
State director of agriculture of an advisory board to administer the 
program. All regulations relating to marketing or the raising of 
funds must originate with the advisory board and are presented to our 
department for approval. 

All marketing programs are financed completely by assessments 
upon the producers and handlers affected as provided for in each 
program. No State public moneys are used. Each advisory board 
recommends from time to time a budget to cover its proposed expendi- 
tures, and also to cover all expenditures by our department of agri- 
culture and other State agencies to insure that each program is en- 
tirely self-supporting. At the same time, the advisory board recom- 
mends the rate of assessment to be levied upon all producers and 
handlers, if both are regulated, which rate of assessment upon ap- 
proval by our department is collectible from all persons regulated. 

Enforcement of these self-help programs is carried on ‘through a 
small staff of investigators and enforcement officers in one of our 
bureaus, and in the event that legal actions must be taken, the attorney 
general of the State of California handles the litigation. 

Finally, some mention should be made of the legislative standards 
or objectives of the California act. In drafting the bill, it was found 
that we could not use the parity concept because it did not represent 
for many of our crops a sound objective as to price levels to be sought. 
For some crops, it would have been far too high, and in others too 
low, in relation to current production costs, to be a safe guide for 
pricing policies. Consequently, it was necessary to develop a more 
suitable legislative standard. The one adopted ‘and provided in our 
California "Marketing Act, stated succinctly, is that the control pro- 
visions shall be used only ‘to develop or maintain price levels which 
keep enough relatively efficient producers in business, with a decent 
standard of living, to produce the quantities and qualities of farm 
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products needed by consumers, but without requiring consumers to 
pay the costs of subsidizing ineflicient producers of products not 
needed by consumers. 

A résumé of operations under our California Marketing Act shows 
the following: 


Current use of State acts: 
Number of programs in effect : 
California Marketing Act 
Agricultural Producers Marketing Act 
Beef Council Act 


Those under the California Marketing Act would be about 3,400, 
the others would have to do with other handlers acts, Mr. Chairman— 
Number of producers affected, about 75, 000 
Farm value of products handled pursuant to marketing programs__ $855, 487, 000 
which is between 30 and 35 percent of our total farm value, which is 
$2,833 million for the last fiscal year. 

Total assessments and moneys collected, July 1, 1958, through June 


$9, 551, 380 
eee Post rane Sho 1) 384, 290 


8, 167, 090 


Expenditures : 
Administration, inspection, and research 
Advertising and sales promotion ; 4, 959, 210 

By way of general appraisal of our California Marketing Act, | 
think it would be generally acceptable to say that the self-help ap- 
proach to farm marketing problems has proven to be sound and satis- 
factory to our people. When legislation of this type is available 
to producers, they generally accept the responsibility for developing 
programs to solve their marketing problems. Instead of leaning upon 
or depending upon Government to take the leadership and initiative 
in solving such problems, we find that under our California Marketing 
Act our farm people themselves assume the leadership; they present 
their programs at public hearings and explain the needs for them; they 
handle the field campaigns to obtain necessary assents; they accept 
membership upon advisory boards and committees which administer 
these programs, without any pay, and they accept the full responsi- 
bility for paying the costs of these programs without any State finan- 
cial assistance. 

There is good reason to believe that if the basic principles of the 
California Marketing Act were to be made available to farm people 
throughout the United States and adapted to national conditions and 
operations, farm people throughout the country would respond quite 
generally, as they have in California, by taking over the responsibility 
of solving their farm marketing problems. While it is probable that 
some farm commodities would still need to have specific legislation 
by the Congress, it is believed that for most agricultural groups in 
the country the self-help type of marketing legislation would provide 
the necessary tools for the solution of many of our farm marketing 
problems. 

That concludes my statement, Mr. Chairman. 
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Mr. Roosevett. Thank you, Dr. Kuhrt. 

May I first, before we ask questions, introduce to everybody the 
gentleman on my left, Mr. Everette MacIntyre, who is the general 
counsel of the full committee, and of this committee. 

He, together with members of the committee will ask such ques- 
tions as they wish to. 

I will try to be very brief, Dr. Kuhrt. 

I believe that there is a new position in California’s State govern- 
ment, and recent appointment has been made to the position known 
as the consumer counsel; is that correct ? 

Mr. Kunrr. Yes, sir; that is correct. 

Mr. Roosrvett. Does the consumers counsel have any voice in the 
hearings or the actions taken under the California Marketing Act? 

Mr. Kunrr. Mr. Chairman, I think she will. It is a new appoint- 
ment. And she has made some preliminary contacts with our de- 
partment, particularly to discuss the operation of our Milk Control 
Act. But she has not appeared at any hearings up to the present 
time. It is a new appointment, and she is new in the position. 

Mr. Roosrvett. She, however, would have no statutory duties as far 
as beyond appearing and giving her opinion as to the effect of a de- 
cision or any order made under the Marketing Act? 

Mr. Kunrr. Well, Mr. Chairman, I think that she would have cer- 
tain responsibilities to study the facts with regard to the problems 
of marketing of particular commodities, and probably not only re- 
port to the Governor, but she would probably have something to say 
with regard to the interests of consumers. As far as our department 
is concerned, we would welcome her sitting in and becoming 
acquainted with the problems which exist. 

Mr. Roosevett. Now, at the time of your hearings are the hearings 
restricted merely to the participants either from the growers and the 
handlers, or are they open to comments from anybody, such as con- 
sumer groups or anybody else ? 

Mr. Kuunrr. They are public hearings. And they are announced 
through the press, radio, and otherwise. The special notices are sent 
to all producers and handlers, because it is required by the law that 
notice be sent to them. And if we were to fail in that, it would be a 
breach of the procedural requirements of law. But the hearings are 
generally attended by the press and others. And anyone would be 
permitted to ask questions or to make a statement, if they chose to do 
so. And they do, quite frequently. 

Mr. Roosevett. Now, am I correct in my understanding that these 
acts are subject to referendum, and that there are general rules under 
which they do not become effective, the orders, until they are approved 
in those referendums ? 

Mr. Kunrrt. That is correct, sir. 

Mr. Roosrvetr. Could you give us a little criteria on that? Are 
they settled by a majority as to volume, membership, or what is the 
general rule? 

Mr. Kunrr. No marketing program may become effective, pursuant 
to the California Marketing Act, unless it has the favorable assent of 
the persons who are directly regulated by the program. 

If the producers—if only the producers are regulated, then they 


are the ones who vote. If both producers and handlers are regulated, 
they have the vote. 
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Now, the vote with regard to producers is in the alternative. Either 
we must have favorable written assent from producers to the extent of 
65 percent of the total number of persons—not of those voting—but 
of the total number of producers of that product in the State, who 
produce 51 percent of the volume, or the reverse of that—51 percent 
of the total number who produced and marketed 65 percent of the 
product in the preceding marketing season. 

Now, as to handlers, on the fresh fruits and vegetables and all prod- 
ucts except canned and dried fruits, the requirement on handlers is 
that the program must be assented to in writing by handlers who 
marketed—handled and marketed not less than 65 percent of the 
product—the total quantity of the product, or 65 percent by numbers. 
But with regard to the canned fruits and the dried fruits, the act re- 
quires that the program must be assented to by 65 percent of the 
handlers, both as to number and as to volume. 

Now, there were certain reasons for that—because in the canning 
industry, for example, and also in the dried fruit industry, there were 
a few very large concerns who, had it not been for the requirement as 
to numbers, would have been able to assent to a program with just a 
few concerns. And that is the protection which is provided in the law. 

Mr. Roosevetr. How do you ascertain, for instance, who all of the 
erowers are? You have 75,000 in here. Do they register someplace, 
in order to make sure that they are people who are to get the ballot ? 

Mr. Kvuurr. There is a provision in the law which authorizes our 
department that once the producers and the industry—by industry I 
mean producers and handlers—once they have settled upon the general 
text of a marketing program, and have requested our department to 
call a public hearing, our director then has authority, under the law, 
to issue an administrative order upon all persons who handle farm 
products, that is handle that particular farm product, to file with him 
within so many days, usually within 15 days, the names and addresses 
of all producers with whom, or for whom, and from whom, they pur- 
chased farm products in the preceding season, and the quantity of 
that product. And the handler must also make a report as to his own 
operations. 

Those are certified reports. And they are filed with us and assem- 
bled. And it is from these reports of handlers, plus additional 
information that comes in, that we make up the master lists of all 
producers and handlers in the State of California. It has worked out 
quite well. 

Mr. Roosevett. I noticed on page 5 of your testimony, you remark 
that in the case of unfair practices, the activity has attained only ¢ 
moderate degree of success and acceptance by the courts in our State. 
Is there anywhere that we could get for the record a summary of the 
action taken and the reasons given by the courts for nonacceptance 
or acceptance in part ? 

Mr. Kunrr. Mr. Chairman, I could probably provide the committee 
with one or two opinions that have been handed down by courts in 
this State on this particular matter. We have a few unfair practice 
provisions operative in certain of our marketing orders. But they are 
relatively minor. And, as I said, we have made efforts to try to develop 
this particular authority, but it has been rather difficult. We have had 
some discouragement from the courts in this State. 
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Mr. Roosevett. I assume that it is a correct statement that the influ- 
ence of the buyer in this situation does not come within the purview 
of your considerations, except as it is reflected by the handler or by the 
grower bringing it forward ¢ 

Mr. Kuunrr. Well, I suppose that in a program that affects both 
producers and handlers of farm products, that contacts and influences 
of buyers of farm products probably would be exercised upon the 
canners, and upon the dried fruit packers to a certain extent. But that 
particular phase does not come within the scope of our operations. 
We have nothing to do with the sale of the product by the canners, or 
by the dried fruit people. 

Mr. Roosevetr. And so that phase has really not entered into your 
study or any comments by the department have not been made from 
the point of view of the purchasers, the effect, let’s say, on the canner 
or the handler. 

Mr. Kunrr. Only indirectly. We have no direct contact with that. 

Mr. Avery. Mr, Chairman, could I ask for a definition at this point? 

The term handler has been used, Mr. Kuhrt. I wonder if you would 
define that for us in responding to the questions here, so we would 
know just exactly to whom you are referring ? 

Mr. Kuner. Certainly. Under our California Marketing Act, the 
term handler includes two types of agencies. One, the processor of 
farm products—any type of a processor. And the other phase would 
be any kind of a distributor of farm products in intrastate commerce. 

Mr. Avery. In intrastate commerce ? 

Mr. Kunrer. Intrastate commerce. The two together make up the 
term “handler.” 

Mr. Avery. Anda processor could be a canner, a packer? 

Mr. Kunrrt. That is right—shippers—anyone engaged in receiving, 
grading, assembling, packaging, shipping farm products. And also 
canning firms—dried fruit firms, hatcheries. 

Mr. Avery. Then when we come down to a distributor, if he did 
distribute in interstate commerce, he would immediately be removed 
from any jurisdiction under the act, right? 

Mr. Kunrr. We regulate only—that is, in that particular phase, 
we regulate the movement of products in intrastate commerce. 

Mr. Avery. Well, maybe I can say it another way, then. The act 
would have no effect on any distributor if he did business outside of 
the State of California in any proportion ? 

Mr. Kunrr. We would not regulate that portion of his business that 
was outside of the State of California. 

Mr. Avery. Just the portion of his business without the State. But 
the proportion of business within the State, would come within the 
purview of the board ? 

Mr. Kunrr. I think I should elaborate a little bit on that, Mr. 
Chairman. 

The California Marketing Act authorizes regulations which do have 
the effect of affecting interstate commerce indirectly. And we have 
been advised that that was a legal procedure. But, of course, if the 
Federal Government, through a Federal marketing agreement, or 
through some other special act, has occupied the field, then our regula- 
tions would not apply. 
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Mr. Roosrvett. To be specific, for instance—although I do not 
believe it is so—if the Federal Government issued a Federal marketing 
order that had to do with, let’s say, milk, it would supersede, as far as 
interstate commerce is concerned, the Milk Act in the State of Cali- 
fornia ? 

Mr. Kuunrrt. That is right. 

Mr. RooseEvEtr. But at the moment there is no such act. Could you 
tell us if there are any Federal marketing orders in operation on Cali- 
fornia products at this time? 

Mr. Kunrer. There are 14, possibly 15, Federal marketing agree- 
ments and orders on California products. In some instances, they 
have occupied the full field—like, for example, on nectarines—they 
have occupied the full field, and the Secretary of Agriculture has made 
the necessary finding to occupy the full field. 

In others, there is a joint operation. The Federal marketing agree- 
ment and order covers interstate shipments, and the State order oc- 
cupies that field which relates to intrastate commerce, plus additional 
types of regulation in the California Marketing Act which are not 
authorized in the Federal Marketing Agreement ‘Ket. 

Mr. Rooseve rt. Is it reccenaiba, kaeeenah to say ‘that the volume of 
these—what these Federal orders affect is relatively small in respect 
to the total ? 

Mr. Kuurr. No, sir; it is quite a large activity, but it is not quite 
as large as the State activity. They have a lesser number of pro- 
grams. In a number of products, the activity is joint—for example, 
on dried figs—we have a joint operation. 

Mr. Roosevett. Well, now, the question naturally arises as to why 
would one product, such as nectarines, have a Federal marketing 
order and find that more advantageous than pears, which have a State 
marketing order ? 

Mr. Kuurt. Well, the question is somewhat difficult to answer, be- 
cause part of the answer lies in the viewpoint of the industry itself. 
In other words, it is something not clarified for us. 

But perhaps the most common reason for having the Federal pro- 
grams was because there was a feeling on the part of some of our 
farm groups, particularly those where there were rather large sur- 
pluses, such as prunes and raisins and crops of that sort, and figs— 
they had hoped that by obtaining a Federal marketing program that 
they might get some assistance, some Federal assistance, in diverting 
portions of their surplus products to foreign countries. That was 
certainly true of raisins. You may remember that large quantities 
of raisins were placed under a support and subsidy program to be 
sold to Great Britain, and to some other countries; and similarly, with 
prunes, and so forth. 

Then another type of operation has been where the regulation it- 
self—and I believe this tends more closely to answer your question— 
the regulations that would be practical and would w ork were regula- 
tions or restrictions upon the shipments in interstate commerce. 
When the regulations are of that narrow character, it is felt that they 
should preferably be under Federal law rather than State law. But 
those are the basic reasons. 

As to nectarines, I think it had to do primarily with a matter of 
inspection, just getting Federal-State inspection more generally. 
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Mr. Avery. That is all. 

Thank you, Mr. Chairman. 

Mr. Rooseverr. Mr. Steed ? 

Mr. Sreep. Mr. Kuhrt, on page 6 of your statement you deal with 
the matter of how you determine cost of production, and so forth. 

How does your State law reconcile itself with Federal law on acre- 
age allotment and parity on crops that are under the Federal parity 
and acreage allotment program ? 

Do you have any conflict there? 

Mr. Kuurr. No, Mr. Steed, we have no conflict. Way back in 1936 
and 1937, when we were considering what might be a proper legisla- 
tive standard or price objective for the California Marketing Act, we 
did a great deal of calculation to try to bring to a State level the 
concepts of the Federal parity. But it just didn’t seem to fit the crops 
on a State level, you see. In some cases, the price would be altogether 
too low and in some cases too high. If I remember correctly, on fluid 
milk, Federal parity would have amounted to possibly two-thirds of 
the—perhaps—the cost of efficient producers in this State. So it 
would have been useless here. And some of our other crops, where pro- 
duction has been increasing very rapidly, and the technique of produc- 
tion has been greatly improved, at that time parity would have pro- 
vided a pricing objective, perhaps three or four times more than our 
efficient producers would require. So parity didn’t fit our State situa- 
tion. But we have no conflict with Federal parity. 

Mr. Sreep. In instances such as cotton or wheat, for example, does 
the Federal act preempt any action on the part of your setup? 

Mr. Kunrrt. Yes, it does, sir. We have no programs on either 
cotton or wheat in this State. 

Mr. Streep. That isall, Mr. Chairman. 

Mr. Roosrvettr. Mr. Moore? 

Mr. Moore. I have no questions. 

Mr. Roosevetr. Mr. Brown? 

Mr. Brown. Just one, Mr. Chairman. 

Mr. Kuhrt, I think that the theory under which you operate the 
marketing agreements out here certainly is a pattern that the Federal 
Government should go into deeply and formulate a whole new farm 
program. That is my personal opinion. And I am glad to see you 
make that recommendation to the Congress. 

Just for the record, let’s see how it works on yellow-cling peaches. 
Do you have a marketing order on that ? 

Mr. Kunrr. Yes, Mr. Brown, we have had a program on yellow- 
cling peaches actually since 1936. I think there was 1 year exception. 

Mr. Brown. How many producers, roughly, are there of yellow- 
cling peaches in California ? 

Mr. Kuurr. The last I knew it was 2,833. 

Mr. Brown. And that changes from year to year? Some people 
go out of business and some come in; right ? 

Mr. Kunrer. That is right, sir. 

Mr. Brown. Has the general acreage increased—that is the total 
acreage involved in the orchards? 


Mr. Kunrr. There has been a tendency to increase, particularly in 
the last year or two. 
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Mr. Brown. Now, how does the marketing order work? Do all 
these people vote ina 'referendum annually ? 

Mr. Kunrr. The marketing order for cling peaches is a 3-year 
order. It is renewed each 3 years; and the present order would 
terminate on June 30, I think, of 1960. I believe meetings are going 
on at the present time to consider any modifications or changes. 

Mr. Roosevett. It is correct to say, however, that that is not a uni- 
form rule? 

Mr. Kuurr. No, sir—this is peculiar to the cling peaches. 

Mr. Roosrvett. For instance, another crop could have a continuing 
one or 1-year order? 

Mr. Kuurr. That is right—it depends upon the industry. They 
could have one each year. Although an annual program is rather 
costly, because it requires the public hearing and the new signup and 
everything else. But cling peaches have always, I think, traditional- 
ly, been on a 3-year basis. 

Mr. Brown. Now, would you go ahead? On this 3-year agree- 
ment, the cling peaches producers give you some sort of an estimate 
of supply each season ; do they ? 

Mr. Kuurr. This is both a canner and a grower program. In 
other words, they are both under regulation. They both contribute. 
They use all of the authorized provisions of the law, starting with 
surplus control, quality standards, advertising, trade promotion, re- 
search, and the unfair practice provisions. I think there is one un- 
fair practice provision. 

What happens, each spring, early in the spring, our crop esti- 
mating, that is Federal-State Crop Estimating Division, gets into 
the field rather early to make a forecast of what the crop will prob- 
ably be. 

I mentioned in here the objective sampling program. That is a 
method to try to have a more accurate estimate of cling peaches. And 
if we see that the fruit that is set on the trees is going to be more 
than could possibly be needed by the canners and by consumers, effort 
is then made by the board, the advisory board, cling peach advisory 
board, to consider what means shall be used. if by the canning 
of only No. 1 quality of peaches, which has been the customary qu: al- 
ity for many years now—if by the elimination of the lower qualities of 
these clings, you would bring the supply within reasonable balance 
with the market demands, then no further regulations as to quality 
would be put into effect. 

But if, for example, as we had in the past season, there appeared 
to be something better than 12 percent too many peaches, the board 
recommended to our department, and the department finally ap- 
proved, the elimination of cling peaches on the trees at the time of 
thinning, when the normal thinning operations are going on the 
peaches : are very small, and they are removed so as to bring the crop 
into line with possible market demands. 

Actually, we had probably 600,000 tons of a potential crop, and the 
crop was reduced to 572,000 tons—that is the number of tons that were 
actually delivered to the canners, and were canned this last year. 

Now, it prevented, of course, a chaotic price situation as far as the 
growers were concerned, because the tonnage was geared to ¢ approxi- 
mately what the canners could take on a “stable market. And the 
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price that producers received was just a little under $60 a ton, with 
the cost in that range. 

It was estimated by the industry that had the total crop of cling 
peaches, the 600,000 tons, been allowed to mature, and to be canned, 
that the price to the producers would have been at least $15 a ton 
less and possibly $20. No one can say exactly. But that is a fair 
and probably a conservative statement. 

So we had a stable market, with plenty of peaches. The canners 
estimated their total requirements would be about 533,000 or 535,000 
tons. They actually canned 572,000 tons. So there are plenty of 
peaches. ‘The market price to consumers certainly would not be 
raised—it would be reduced. But there would be a stable market. 

Mr. Brown. So you actually protect the producer against a chaotic 
price by control of the supply ¢ 

Mr. Kuunrr. That is right, sir—in those commodities where we use 
that technique. ; 

Mr. Brown. Now, in the case of cling peaches, again, do you specify 
in advance of marketing what the producer will get for his peaches? 

Mr. Kuurr. No, sir; we do not set any prices. We fix no prices 
under the California Marketing Act. The pricing level is established 
by the balance between the supply and the market demand. The 
supply also being on the generous side. ‘That is, we believe that if 
there is a surplus, and if there is a need and a demand for use of 
the police power of the State to try to bring the supply into line with 
market demands, that the pricing structure should be on the lower 
side—that is because we feel that in that manner there would be, No. 
1, no tendency to encourage producers to overproduce. Secondly, a 
little lower price to the public to induce them to buy more. In that 
way, we tend to work out of a surplus. 

Mr. Brown. Now, the individual producer sells his cling peaches 
to a cannery and gets approximately the same price for his peaches 
regardless of which cannery he sells to, is that correct? 

Mr. Kunrr. In cling peaches, we have an organizational structure 
which may be of interest to the committee. 

The California Canning Peach Association is a growers cooperative 
bargaining association. In the spring, after the program for the 
season has been established, the board has recommended and the 
department has established the likely tonnage of cling peaches that 
will be made available to the canners; the board of directors, then, 
of the Canning Peach Association, which is the bargaining agency, 
then proceeds to bargain the price with the canners, that is, for 
the tonnage of cling peaches which they have to sell. 

In that bargaining process, when it has been completed, a price is 
announced, and that is the price which the members of the association 
would receive for their peaches. And other producers have individual 
contracts with canners which are hinged in some instances upon the 
prevailing price or other bases which they may choose to use. 

Mr. Brown. So the price is set by the advisory board, after nego- 
tiation with the canners ? 

Mr. Kunrr. The price is set by the association board—the coopera- 
tive association. The advisory board does one thing with regard to 
price, and that is to recommend the tonnage. They recommend the 
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relationship of the supply and demand, which to a very large extent 
tends to establish the pricing level. 

Mr. Brown. Where the association board determines the price, the 
producer gets the same price whether he sells it to the X, Y, Z canner 
or the A, B, C canner, is that right ? 

Mr. Kuurr. Pretty much. There are some premiums paid by indi- 
vidual canners for the furnishing of particular qualities or things of 
that sort. But those would be in the matter of a few dollars, one way 
or another. 

Mr. Brown. Thank you, Mr. Chairman. 

Thank you, Mr. Kuhrt. 

Mr. Roosrvetr. Mr. Avery ? 

Mr. Avery. I have two short questions. 

One logically follows the questions of Mr. Brown. 

Now, when you take into account the probable market requirements 
as opposed to the potential production, and try and bring them into 
balance, do you completely disregard the production in other States, 
or just how do you reckon that? I understand there is a peninsula 
down there in the southern part of the United States slightly competi- 
tive with some products here in California. That may just be a rumor, 
of course. But assuming there was some credence to that theory, how 
would you reconcile—by trying to adjust the production and the 
demand here in California—how can you completely disregard what 
might come in from this other area I am describing here? 

Mr. Kuurr. Sir, we don’t disregard the possible or potential pro- 
duction of supplies from any area. I would say, for example, in cling 
peaches the data that are presented to the cling peace advisory board 
with regard to supply and with regard to demand are probably the 
most complete of anything that is prepared anywhere. So that the 
data are all available. And any supply or any quality of any sort 
that might have an effect upon the balance of supply and demand, or 
upon the market price situation, would certainly have to be considered. 

Now, the approach and the effect would be different with different 
crops. For canning crops, it would be one thing. If it was the case 
of a fresh supply, it might be a very pressing problem. 

So it is taken into consideration. 

Mr. Roosevett. Would the gentleman yield ? 

Mr. Avery. Of course. 

Mr. Roosrverr. Dr. Kuhrt, isn’t it true, however, that the most 
effective marketing orders are on those crops where the vast majority 
of the supply comes from within the State ? 

Mr. Kuurr. Oh, that is true. Now, of course, that is the simplest 
type of a program, also. But we do have some marketing orders 
that have been quite successful and quite helpful, even though Cali- 
fornia produces perhaps as little as 10 percent of the product. One 
of those is on turkeys. The promotional program on turkeys has 
been quite successful in lifting the pricing structures in our Cali- 
fornia turkey markets in relation to the New York market, which 
used to be the base for computing prices. And, of course, we pro- 
duce perhaps only 10 percent of the turkeys in the United States. 
But it has been helpful, and the producers are maintaining that 
program for that purpose. 
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Mr. Avery. My other question is just for a restatement of some- 
thing I am sure you have already said, but I want to make it abso- 
lutely clear for the record. 

After the proposed marketing order has been accepted by refer- 
endum, then it automatically applies to any producer within the 
State of California, whether he voted on it or whether he didn’t? 

Mr. Kunrr. Yes, that is generally true. The thing about it is 
that. sometimes a marketing order will apply to producers who are 
producing a certain type of that commodity during a certain period 
of time. I didn’t want to mislead you in your question. To make 
more certain what I am trying to say—we produce both summer 
head lettuce and winter head lettuce. When the summer head let- 
tuce marketing order goes into effect, it does not affect the producer 
of winter head lettuce, and vice versa. 

Mr. Avery. But, generally speaking, after the marketing order has 
been sanctioned by referendum, it becomes a mandatory operation 
within the industry ¢ 

Mr. Kunrr. Yes, sir, and it is enforceable upon all producers and 
handlers. 

Mr. Avery. May I say thank you, Dr. Kuhrt. You have been ex- 
ceedingly helpful to the committee. 

Mr. Roosrvett. Dr. Kuhrt, I would emphasize Mr. Avery is a 
member of the Agricultural Committee of the House. 

Mr. Avery. Sir, as logical as that might seem, since I come from 
Kansas, the greatest agricultural State in the Union, I have not yet 
achieved the seniority rank to represent my State on the agricultural 
committee. 

Mr. Rooseve.t. Well, the thing I want to emphasize is that these 
hearings are very helpful to other committees, as well as our 
committee. 

Mr. Kuhrt, I echo what Mr. Avery said. We appreciate your being 
with us and your fine statement. 

Mr. Kunrt. Thank you, gentlemen. I am very happy to be here. 

Mr. Roosrvett. Counsel at this time, I believe, would like to intro- 
duce for the committee record various documents. Suppose you pro- 
ceed with that before we call the next witness. 

Mr. MacIntyre. If I may, Mr. Chairman, before the next witness 
takes the stand, I would like to provide the committee for inclusion in 
its files, and not for its printed record, some statistics from the U.S. 
Department of Agriculture on 1958 crop production. The first of 
those bulletins is on the 1958 annual summary of various programs, 
another one on vegetables, and another one on fruit, noncitrus, by 
States. 

I would like to request also there be included in the record, but not 
for printing, a statement of statistics from the Western Frozen Food 
Processors Association, all statistical; and one from the Canners 
League of California, giving statistics for the last pack season on a 
number of the products that this committee will be concerned with in 
the course of these hearings. 

And then I have here a survey by This Week magazine, on a 
grocery trade study. It has just been issued and is entitled “The 
Big Challenge in Food Marketing.” 
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And I would request that that be included in the committee’s files 
for the committee’s consideration and study. 

Mr. Roosrvetr. Does that complete the statistical data that you 
wish to put in ? 

Mr. MacInryre. From surveys made by the agencies I have re- 
ferred to, yes, sir. But I have some others relating to a survey made 
by this committee. 

Mr. Roosrvett. Prior to that, let’s act upon these first, these being 
public documents. Without objection, they will be included in the 
files of the committee, but not for publication. 

(The documents described will be found in the files of the 
subcommittee. ) 

Mr. MacIntyre. Now, I would like to request that there be received 
for inclusion in the committee’s records, and for printing as a part of 
an appendix to this record, the results of a survey made by the com- 
mittee’s staff within the last 30 days. It has to do with prices, carlot 
prices, paid for California produce—three items—yellow cling 
peaches, 214-size cans, California catsup, 14-ounce glass containers, 
and frozen spinach. This data gives the prices paid by carlot buyers. 
They are wholesalers in grocery products located at various points 
throughout the United States, and the prices apply for purchases 
made “during the last pack season, or shipping season—namely, the 
period of July 1, 1958, through the period right up to date. 

These statements are submitted under oath, because the witnesses 
are not available for the hearing here in California. We have 45 
of those. They are purely statistical in that they merely give the 
date of the purchase, the name of the seller, the grade of the product, 
the price paid, and the terms of the sale. 

I ask that these—and there are 45 of them—be received for the 
record as I have requested. 

Mr. Roosrvetr. Without objection, counsel’s request is approved. 

(The documents referred to will be found in the appendix of the 
record. ) 

Mr. MacIntyre. And there will be included in the record at this 
point a list of the names and addresses of these scores of affidavits, 
so that anyone buying the transcript will know what will later appear 
in the appendix of the printed record in the form of affidavits. And 
this will provide the committee with comparative price data as to 
what prices were paid for these products by these various wholesalers 
in comparison with what prices were paid by the buyers here in 
California. 

(The names and addresses as referred to are as follows :) 

1. Raymond Heard, Inc., Ruston, La. (not notarized). 
2. Tri-State Wholesale Co., Middlesboro, Ky. 
3. Williams Co., Vicksburg, Miss. (not notarized). 
4. Stroud-Stell Co., Corsicana, Tex. 
5. C. I. Hilburn & Co., Dublin, Ga. 
6. Allen-Bennett Co., Inc., Wadesboro, N. Dak. 
7. E. J. Byman & Co., Calumet City, Ill. 
8. Mountain Wholesale Co., Inc., Lothair, Ky. 
9. Wheeler Fouetch Co., Bedford, Ind. 
10. Endsley Grocer Co., Atlanta, Tex. 
11. Ogburn Bros., Mobile, Ala. 


12. Campbell Holton & Co., Bloomington, III. 
13. Mullens Grocery Co., Mullens, W. Va. 
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14. John L. English Wholesale Grocery Co., Cohoes, N.Y. 
15. C. L. Bailey Grocery Co., Marietta, Ohio. 

16. Ernest E. Latsha Co., Harrisburg, Pa. (not notarized). 
17. Rice Lake Grocer Co., Rice Lake, Wis. 

18. Chastain-Roberts Co., Anniston, Ala. 

19. M. H. McLean Wholesale Grocery Co., Lumberten, N.C. 
20. Gray & Oglesby Co., Kinston, N.C. 

91. A. Blanton Grocery Co., Marion, N.C. 

22 Geo. S. Edwards & Co., Inc., Rocky Mount, N.C. 

93. Sterling Grocery Co., Inc., Princeton, W. Va. 

24. Barrow Grocery Co., Inc., Blackstone, Va . 

25. J. W. Wyatt & Co., Inc., Danville, Va. 

26. Pillans & Smith Co., Ocala, Fla. (prices attached). 
27. The Janszen Co., Cincinnati, Ohio. 

98. W. A. Jordan Co., Galesburg, Ill. 

29. Griffin Grocery Co., Griffin, Ga. 

30. Murray Wholesale Grocery Co., Murray, Ga. 

31. F. E. Morgan & Co., Ruston, La. (not notarized) (price attached). 
32. Schramm Grocery Co., Esther, Mo. 

33. Ennis Grocery Co., Ennis, Tex. 

34. Berry-Barnett Grocery Co., Mexia, Tex. 

35. Ormond Wholesale Co., Greenville, N.C. 

36. John Bremond Co., Austin, Tex. 

37. Leotis & Co., Inc., Brunswick, Ga. 

38. Read-Canaday Corp., Anderson, Ind. 

39. Groce-Wearden Co., Victoria, Tex. (prices attached). 
40. Massey-Hite Grocery Co., Ine., Florence, S.C. 

41. Frinta Wholesale Co., Frinta, Colo. (not notarized). 
42. Big Sandy Wholesale Co., Pikeville, Ky. 

43. O. K. Jones Co., Ine., Sweetwater, Tenn. 

44. L. Hausman, Inc., Brenhan, Tex. 


Mr. Roosrveir. The committee will now hear from Mr. Ralph B. 
sunje, general manager of the California Canned Peach Association, 
San Francisco. 

Mr. Bunje, would you come forward, please, sir ? 

If you would raise your right hand? Do you solemnly swear that 
the testimony you are about to give before this committee shall be the 
truth, the whole truth, and nothing but the truth, so help you God ? 

Mr. Bunse. I do. 

Mr. Roosrvetr. Would you be seated, Mr. Bunje ? 

May I welcome you to the committee hearing. We appreciate very 
much your coming before us. I believe you have a prepared state- 
ment. Do you want to read it to the committee? 

Mr. Bunye. I would like to. 

Mr. Roosrvetr. We would be very happy to have you do so. Won’t 
you proceed ? 


TESTIMONY OF RALPH B. BUNJE, MANAGER, CALIFORNIA CANNING 
PEACH ASSOCIATION, WORLD TRADE CENTER, SAN FRANCISCO, 
CALIF. 


Mr. Bunsr. My name is Ralph B. Bunje, and I am the manager 
of the California Canning Peach Association, a cooperative asso- 
ciation of cling-peach growers in California. The association which 
I represent markets approximately 40 percent of the clingstone peaches 
that are processed in the State. Our membership constitutes approxi- 
mately 55 percent of the cling-peach growers in the State. The interest 
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of your committee, and the Congress, in this subject is appreciated by 
many farmers in California. 

The California Canning Peach Association is rather unique in that 
it is one of the oldest—in fact, it is probably the oldest established co- 
operative bargaining association of farmers in the United States. Our 
objective is to achieve for our members the best possible price that is 
justified by economic conditions for our cling peaches. 

Cling peaches constitute the most popular and the largest canned 
fruit item sold throughout grocery stores in the United States. They 
rank ahead of pineapple and make up approximately 50 percent of 
the content of fruit cocktail, which is the third most popular canned 
fruit item sold through grocery stores in the United States. 

Cling peaches are grown almost exclusively in California. The 
area of production is principally in the Sacramento and San Joaquin 
Valleys. Practically all of the cling peaches grown in California are 
utilized for processing. The attached chart shows a 10-year record of 
cling peach utilization by processors in California. 

Inasmuch as the cling-peach producer relies exclusively upon the 
canning industry as a market for his product, we have a very close and 
intimate interest in the problems on economics of the canning busi- 
ness. The extent of our interest in the canning industry can be 
demonstrated by our method of marketing. This association holds 
the title to approximately 250,000 tons of cling peaches. These 
peaches must be harvested within 6 weeks by our members and we have 
the responsibility of marketing the peaches to the processor. We must 
not only negotiate with the processor for a price and the terms of sale 
for this tonnage but we must also see to it that the processor pays for 
the product. Therefore, we have a very keen interest in his ability 
to pay. In fact, it was the inability on the part of many processors to 
meet their obligations to growers that caused this organization to be 
formed in the first place. 

The peach association has, for a number of years, been keenly aware 
of the dynamic changes that have taken place with respect to food dis- 
tribution in the United States. We have watched, with some concern, 
the growing economic strength of the large grocery distributors, chain- 
stores, cooperatives, and voluntary purchasing organizations. Our in- 
terest and concern has also been stimulated by the changes which have 
taken place with respect to our cannery customers. In 1956, we under- 
took a study of these changes. Figure 8 in our 1957 annual report— 
copy of which is attached—will give you an idea as to the extent of 
these changes in the peach canning industry in California. Here you 
will note, Mr. Chairman, that the same trend that has taken place in 
the grocery distribution industry has also taken place in the canning 
industry. 

In the 10-year period—from 1947 to 1956—nationally owned can- 
ning companies, have increased their share of total business from 38 
to 55 percent. The large independent canneries have decreased their 
share of the business from 38 to 22 percent and the small companies 
have decreased their share from 18 to 12 percent. During the period 
under consideration, the number of nationally owned companies in- 
creased from 4 to 6, the number of large independents decreased from 
14 to 7, and the small companies went from 25 to 13. If the trend 
continues, it is evident we will be doing business with a smaller num- 
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ber of large companies in the future . It appears to us the concen- 
tration in the food distribution business tends to precede like action 
in the canning business. 

I do not believe we can say, nor necessarily conclude, that the reduc- 
tion in the number of canners—and particularly smaller canners— 
is necessarily the result of the concentration of buying powers in the 
food distribution field. At the same time, I think it can be fairly 
said that there is some relationship between these two trends. 

I think it is also most significant that notwithstanding the concen- 
tration of purchasing power in the food distribution industry that 
the margins, or markups, by the grocery trade on canned cling peaches 
has remained fairly consistent. Presentations made by the A. C. 
Nielsen Co. of Chicago, before the cling-peach advisory board, over 
a period of 10 years, shows that the gross profit margin on peaches in 
chainstores has varied from 24 to 19 percent. During the past 4 
vears, the margin has varied from 22.4 to 19 percent in- the chains, 
and from 23.9 to 18.5 percent in independent stores. In fact, gener- 
ally speaking, profit margins in independent stores have paralleled 
the chainstores experience. We believe that this has been of substan- 
tial aid not only to the American consumer but also to the American 
farmer because his products have been going to the consumer on a 
most efficient basis and with reasonable profit margins to the retailer. 

As farm people, we are impressed by the efficiency of the American 
food distribution system and the broad benefits that have gone to all. 
During the past several years—notwithstanding the narrow margins 
at which canned cling peaches have been sold to consumers—our can- 
nery customers have frequently complained over the disparity in bar- 
gaining strength as between the seller and buyer for canned goods on 
“California Street.” The recent series of articles that appeared in 
the California Fruit News reflect some of the complaints we have 
heard expressed by many of our cannery customers. 

As growers, we can understand the canners’ problems. Our under- 
standing is sharpened by the fact that growers frequently believe they 
are in the same position with respect to the large cannery buyers with 
whom they do business in the processing industry. Many of our 
members also market fresh fruits and vegetables to some of the large 
grocery distributors and they are aware of the important economic 
position of one or two buyers as compared to the many farmer sellers. 

It would seem to us, Mr. Chairman, that the matter before the com- 
mittee is not a question as to whether there is a concentration of eco- 
nomic power in the hands of a relatively small number of very large 
grocery distributors, in connection with the purchasing of canned 
fruits and vegetables in California. This matter, it would seem to 
me, can be pretty well established by a mere review of the facts at 
hand. On the other hand, the question of whether this economic 
strength is being abused by people who hold the strength is another 
matter. 

As cling peach farmers, and as an organization, we do not have 
direct contact with the buyers of canned fruits and vegetables. We 
are not in a position to advise you as to the character of any pres- 
sures, deals, or abuse of strength that may have taken place. We are 
aware of the complaints of our cannery customers and have read the 
articles in the California Fruit News. I can report to you that our 
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customers, during price negotiations for canning peaches, point out 
to us the price limitations that are created by virtue of the willi 
ness—or unwillingness—of buyers to become enthused about cuniand 
cling peaches at various levels of price. 

As growers, we are fully aware of the operation of the law of sup- 
ply and demand. In fact, it has been this awareness that has led 
our organization to give leadership to the proposition of supporting 
State marketing orders for cling peaches. We know, for example, 
that an unregulated excess supply of canning peaches will bring very 
low prices and, on the other hand, a short supply will bring high prices. 
We have made exhaustive studies concerning the effect of volume on 
price, and are willing to accept the responsibilities that go along with 
pricing—according to the relationship of supply to demand. 

We have been made aware, on more than one occasion, that buyers 
of canned cling peaches, who have among their responsibilities the 
interpretation of consumer demand at various levels of prices, have 
taken price positions in relation to various volumes of the product 
that might be made available. This, it seems to us, is not an unreason- 
able part of the business of marketing and distributing canned goods. 
What we are concerned with, and I am sure it is the principal concern 
of the committee, deals with the abuses, if any, that may, or may not, 
have taken place in connection with the economic strength of the 
buyers. Growers of canning cling peaches are greatly concerned if 
prices for canned cling peaches are established as a result of the eco- 
nomic power of the buyer and not as a result of the decision of the 
American housewife to buy or not to buy canned cling peaches at 
various price levels. In our price negotiations, we have made it our 
business to acquaint ourselves with some of the operations of the food 
distribution industry. I, for one, do not believe that there is a con- 
spiracy between the various food distributors—chain or otherwise— 
to force down canned goods prices. On the contrary, we have been 
impressed by the tremendous competition between the various food 
distributors for the consumer’s dollar. It is this keen competition that 
has forced already close margins lower each year and has brought to 
the American consumer low-cost food products. 

On the other hand, it is conceivable this keen competition may be 
responsible for unethical buying practices by certam buyers in an 
effort to secure canned goods at prices less than their competitors in 
order to bring about a competitive advantage at the retail outlet. This 
would seem to us to be a reasonable explanation of what may be hap- 
pening. 

If these competitive forces, not necessarily related to supply and 
demand or consumer preference, operate to depress the value of canned 
fruits and vegetables, then, of course, we, as farmers and farm people. 
are deeply concerned. 

Mr. Chairman, to show how important these prices are to cling- 
peach growers, let me point out to you that the average cling-peach 
grower in C alifornia has a production cost of approximately $600 per 
acre. The man with the high-yielding orchard made money this past 
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year and the man with the low-yielding orchard lost money. The 
average price was just under $60 per ton. One ton of peaches this past 
season produced nearly 55 cases of cling peaches. Therefore, a change 
in price of 10 cents a case related to the farmer’s price is equal to $5. 50 
aton. Ora change of 1 cent per 214 cans represents a value of $13.20 
ver ton toa peach farmer. 

The profit margins of our cannery customers during the past several 
years have been extremely low. In a study made by Dun & Brad- 
street the median ratio of net profits on net sales for the period 1951 
through 1955 resulted in a 5-year average profit for fruit and vege- 
table canners, or 2.32 percent, which, when compared to other indus- 
tries in the United States, reflects a very poor showing in terms of 
profit per dollar sale. Likewise, it must be borne in mind, the inven- 
tory turnover by fruit and vegetable canners over the same period 
averaged 3.6 percent. 

When the relatively low-profit margins experienced by the canning 
industry can be reduced to nothing— with even a modest change in 
the f.o.b. price level in canned fr uits and vegetables—there is bound to 
be some impact on the farmer. In order to enjoy reasonable prices, 
farmers selling to processors need to find their customers earning rea- 
sonable profits. This, in recent years, canners have not accomplished. 

Mr. Chairman, I have attempted to relate the importance of your 
study to the cling-peach growers in California. Our organization is 
hopeful the committee will hear some recommendations from the peo- 
ple in the industry who are directly affected as to what may be done 
to answer the complaints of California canners which have been set 
forth in the California Fruit News. 

As growers, we are not well qualified to deal with this subject, be- 
cause we are not in direct contact with the day -to-day business of 
buying and selling canned goods in California. Tf the situation is as 
serious as it has been reported by some, then we hope and pray the 
committee will find a way to improve the general situation. 

As an organization, we have given some thought to possible alterna- 
tives that may serve to create a more wholesome climate for the Cali- 
fornia canning trade and the large grocery distributors in connection 
with the f.o.b. sale and purchase of major canned-goods items. We 
would suggest, as one possibility, the utilization of the voluntar y con- 
ference procedures, or other authorities, of the Federal Trade Com- 
mission. Perhaps through this approach the grocery trade and the 
processors could bring into operation a code of ethical practices and 
marketing procedures governing the sale of canned goods that would 
not be in conflict with Federal antitrust laws. 

Mr. Chairman, I hope we have been helpful to you in your efforts 
to improve the marketing practices of this industry 

Mr. Rooseveur. Mr. Bunie, thank you very muc ‘h for your state- 
ment, and the statement will be included in full, and the data which 
you have submitted with the statement will be included in the record 
of the committee. 
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(The information referred to is as follows :) 


STATEMENT OF RALPH B. BuNJE, MANAGER, CALIFORNIA CANNING PEACH 
ASSOCIATION, SAN FrRANcIsco, CALIF. 


My name is Ralph B. Bunje, and I am the manager of the California Canning 
Peach Association, a cooperative association of cling peach growers in Califor- 
nia. The association which I represent markets approximately 40 percent of the 
clingstone peaches that are processed in the State. Our membership constitutes 
approximately 55 percent of the cling peach growers in the State. The interest 
of your committee, and the Congress, in this subject is appreciated by many 
farmers in California. 

The California Canning Peach Association is rather unique in that it is 
one of the oldest—in fact, it is probably the oldest established cooperative bar- 
gaining association of farmers in the United States. Our objective is to achieve 
for our members the best possible price that is justified by economic conditions 
for our cling peaches. 

Cling peaches constitute the most popular and the largest canned fruit item 
sold throughout grocery stores in the United States. They rank ahead of pine- 
apple and make up approximately 50 percent of the content of fruit cocktail, 
which is the third most popular canned fruit item sold through grocery stores 
in the United States. 

Cling peaches are grown almost exclusively in California. The area of pro- 
duction is principally in the Sacramento and San Joaquin Valleys. Practically 
all of the cling peaches grown in California are utilized for processing. The 
attached chart shows a 10-year record of cling peach utilization by processors 
in California. 

Inasmuch as the cling peach producer relies exclusively upon the canning 
industry as a market for his product, we have a very close and intimate interest 
in the problems and economics of the canning business. The extent of our 
interest in the canning industry can be demonstrated by our method of marketing. 
This association holds the title to approximately 250,000 tons of cling peaches. 
These peaches must be harvested within 6 weeks by our members and we have 
the responsibility of marketing the peaches to the processor. We must not only 
negotiate with the processor for a price and the terms of sale for this tonnage 
but we must also see to it that the processor pays for the product. Therefore, 
we have a very keen interest in his ability to pay. In fact, it was the inability 
on the part of many processors to meet their obligations to growers that caused 
this organization to be formed in the first place. 

The peach association has, for a number of years, been keenly aware of the 
dynamic changes that have taken place with respect to food distribution in the 
United States. We have watched, with some concern, the growing economic 
strength of the large grocery distributors, chainstores, cooperatives, and volun- 
tary purchasing organizations. Our interest and concern has also been stimu- 
lated by the changes which have taken place with respect to our cannery cus- 
tomers. In 1956, we undertook a study of these changes. Figure 8 in our 1957 
annual report—copy of which is attached—will give you an idea as to the 
extent of these changes in the peach canning industry in California. Here 
you will note, Mr. Chairman, that the same trend that has taken place in the 
grocery distribution industry has also taken place in the canning industry. 

In the 10-year period—from 1947 to 1956—nationally owned companies, can- 
ning companies, have increased their total business from 38 percent to 55 per- 
eent. The large independent canneries have decreased their share of the 
business from 38 percent to 22 percent, and the small companies have decreased 
their share from 18 percent to 12 percent. During the period under considera- 
tion, the number of nationally owned companies increased from 4 to 6; the 
number of large independents decreased from 14 to 7, and the small companies 
went from 25 to 13. If the trend continues, it is evident we will be doing busi- 
ness with a smaller number of large companies in the future. It appears to us 
the concentration in the food distribution business tends to proceed like action 
in the canning business. 

I do not believe we can say, nor necessarily conclude, that the reduction in 
the number of canners—and particularly smaller canners—is necessarily the 


result of the concentration of buying power in the food distribution field. At 
the same time, I think it can be fairly said that there is some relationship be- 
tween these two trends. 











635 


SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 


ing 


or- 


1S 0S6L 


| ee 
enh bt . Qtr’ Sit 
o9'Sz 


6S 1s, 95, 


a | % GS, 
rT 09! sit 











S8I'goe] Wry soynbay 


vS, 
F 








sev'th [WO}y20) WM4y4 
9)99 
o9/'Lb > pan ie 
¥ 3 poos fang 
| ESOT | ong [erp or one WW 
| StS Gi 189 ol 10704 


Lev’ tev tS 67 


69) 605 


lue'tol ore] 


TIOLT 
G86 0% 





- miss 
1€8'L95 


waysve{ CURD - NOILVZITILN 


he 
&: S 
aSt 
ny 
is 
ir- 
ve 
ns 
m 
ie 
il 
CS 
0 
ly 
1e 
rs 








636 SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 


I think it is also most significant that, notwithstanding the concentration of 
purchasing power in the food distribution industry, that the margins, or mark 
ups, by the grocery trade on canned cling peaches has remained fairly consistent 
Presentations made by the A. C. Nielsen Co. of Chicago before the Cling Peach 
Advisory Board, over a period of 10 years, shows that the gross profit margin 
on peaches in chainstores has varied from 24 percent to 19 percent. During 
the past 4 years the margin has varied from 22.4 percent to 19 percent in the 
chains, and from 23.9 percent to 18.5 percent in independent stores. In fact, 
generally speaking, profit margins in independent stores have paralleled the 
chain stores’ experience. We believe that this has been of substantial aid not 
only to the American consumer, but also to the American farmer because his 
products have been going to the consumer on a most efficient basis and with 
reasonable profit margins to the retailer. 

As farm people, we are impressed by the efficiency of the American food dis- 
tribution system and the broad benefits that have gone to all. During the past 
several years (notwithstanding the narrow margins at which canned cling 
peaches have been sold to consumers) our cannery customers have frequently 
complained over the disparity in bargaining strength as between the seller and 
buyer for canned goods on “California Street.” The recent series of articles 
that appeared in the California Fruit News reflect some of the complaints we 
have heard expressed by many of our cannery customers. 

As growers, we can understand the canners’ problems. Our understanding is 
sharpened by the fact that growers frequently believe they are in the same posi- 
tion with respect to the large cannery buyers with whom they do business in 
the processing industry. Many of our members also market fresh fruits and 
vegetables to some of the large grocery distributors and they are aware of 
the important economic position of one or two buyers as compared to the 
many farmer sellers. 

It would seem to us, Mr. Chairman, that the matter before the committee is 
not a question as to whether there is a concentration of economic power in the 
hands of a relatively small number of very large grocery distributors, in con- 
nection with the purchasing of canned fruits and vegetables in California. 
This matter, it would seem to me, can be pretty well established by a mere re- 
view of the facts at hand. On the other hand, the question of whether this 
economic strength is being abused by people who hold the strength is another 
matter. 

As cling peach farmers, and as an organization, we do not have direct con- 
tact with the buyers of canned fruits and vegetables. We are not in a position 
to advise you as to the character of any pressures, deals, or abuse of strength 
that may have taken place. We are aware of the complaints of our cannery 
customers and have read the articles in the California Fruit News. I can re- 
port to you that our customers, during price negotiations for canning peaches, 
point out to us the price limitations that are created by virtue of the willing- 
ness—or unwillingness—of buyers to become enthused about canned cling 
peaches at various levels of price. 

As growers, we are fully aware of the operation of the law of supply and 
demand. In fact, it has been this awareness that has led our organization to 
give leadership to the proposition of supporting State marketing orders for cling 
peaches. We know, for example, that an unregulated excess supply of canning 
peaches will bring very low prices and, on the other hand, a short supply will 
bring high prices. We have made exhaustive studies concerning the effect of 
volume on price and are willing to accept the responsibilities that go along with 
pricing—according to the relationship of supply to demand. 

We have been made aware, on more than one occasion, that buyers of canned 
cling peaches, who have among their responsibilities the interpretation of con- 
sumer demand at various levels of prices, have taken price positions in relation 
to various volumes of the product that might be made available. This, it seems 
to us, is not an unreasonable part of the business of marketing and distributing 
canned goods. What we are concerned with, and I am sure is the principal 
concern of the committee, deals with the abuses, if any, that may, or may not, 
have taken place in connection with the economic strength of the buyers. Grow- 
ers of canning cling peaches are greatly concerned if prices for canned cling 
peaches are established as a result of the economic power of the buyer and not 
as a result of the decision of the American housewife to buy or not to buy canned 
cling peaches at various price levels. In our price negotiations, we have made 
it our business to acquaint ourselves with some of the operations of the food 








of 
rk- 
‘nt. 
ton 
Zin 
ing 
the 


he 
lot 
his 
ith 


is- 
ist 
ng 


nd 
es 
ve 


3j- 
in 
1d 
of 
le 


—_ 


~“—_ 
' 


ell Nd Be ee se 


; 
} 





SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 637 


distribution industry. I, for one, do not believe that there is a conspiracy 
between the various food distributors—chain or otherwise—to ferce down canned 
eoods prices. On the contrary, we have been impressed by the tremendous 
competition between the various food distributors for the consumers’ dollar. It 
is this keen competition that has forced already close margins lower each year 
and has brought to the American consumer low cost food products. 

On the other hand, it is conceivable this keen competition may be responsible 
for unethical buying practices by certain buyers in an effort to secure canned 
goods at prices less than their competitors in order to bring about a competitive 
advantage at the retail outlet. This would seem to us to be a reasonable 
explanation of what may be happening. 

If these competitive forces, not necessarily related to supply and demand or 
consumer preference, operate to depress the value of canned fruits and vegetables 
then, of course, we as farmers and farm people are deeply concerned. 

Mr. Chairman, to show how important these prices are to cling peachgrowers, 
let me point out to you that the average cling peachgrower in California has a 
production cost of approximately $600 per acre. The man with the high yielding 
orchard made money this past year and the man with the low yielding orchard 
lost money. The average price was just under $60 per ton. One ton of peaches 
this past season produced nearly 55 cases of cling peaches. Therefore, a change 
in price of 10 cents a case related to the farmer’s price is equal to $5.50 a ton. 
Or a change of 1 cent per 21%4 can represents a vaule of $13.20 per ton to a peach 
farmer. 

The profit margins of our cannery customers during the past several years 
have been extremely low. In a study made by Dun & Bradstreet the median 
ratio of net profits on net sales for the period 1951 through 1952 resulted in a 
5-year average profit for fruit and vegetable canners of 2.33 percent which, when 
compared to other industries in the United States reflects a very poor showing in 
terms of profit per dollar sale. Likewise, it must be borne in mind, the 
inventory turnover by fruit and vegetable canners over the same period averaged 
3.6 percent. 

When the relatively low profit margins experienced by the canning industry 
can be reduced to nothing—with even a modest change in the f.o.b. price level in 
canned fruits and vegetables—there is bound to be some impact on the farmer. 
In order to enjoy reasonable prices, farmers selling to processors need to find 
their customers earning reasonable profits. This, in recent years, canners have 
not accomplished. 

Mr. Chairman, I have attempted to relate the importance of your study to the 
cling peachgrowers in California. Our organization is hopeful the committee 
will hear some recommendations from the people in the industry who are directly 
affected as to what may be done to answer the complaints of California canners 
which have been set forth in the California Fruit News. 

As growers, we are not well qualified to deal with this subject because we are 
not in direct contact with the day to day business of buying and selling canned 
goods in California. If the situation is as serious as it has been reported by 
some then we hope and pray the committee will find a way to improve the general 
situation. 

As an organization, we have given some thought to possible alternatives that 
may serve to create a more wholesome climate for the California canning trade 
and the large grocery distributors in connection with the f.o.b. sale and purchase 
of major canned goods items. We would suggest, as one possibility, the utiliza- 
tion of the voluntary conference procedures, or other authorities, of the Federal 
Trade Commission. Perhaps through this approach the grocery trade and the 
processors could bring into operation a code of ethical practices and marketing 
procedures governing the sale of canned goods that would not be in conflict with 
Federal antitrust laws. 

Mr. Chairman, I hope we have been helpful to you in your efforts to improve 
the marketing practices of this industry. 
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The 1957 season can well be described 
as “‘the end of the decade following the 
war.” It is a decade in which—with one 
exception—growers received fairly rea- 
sonable prices for their cling peaches. 
The average total yearly value of our 
cling peach crop during this period was 
$30,381,300; up $10,406,200 over the 
previous ten-year period average. 

It has been a decade for peach grow- 
ers that has seen the development and 
refinement of a complicated marketing 
program under State laws. The Cling 
Peach Order is probably one of the most 
complex industry marketing programs 
in operation under either Federal or 
State laws. 

It has been a decade during which we 
have vastly increased our production per 
acre. Our cannery customers have—at 
the same time—increased their cases per 
ton. Our total acreage has also increased 
during this period. 

During the last few years of this 
period, farmers in California—as else- 
where—have felt the effect of a cost- 
price squeeze resulting from higher costs 
of production supplies as against lower 
gross income from the products of their 
farms. 
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Land utilization has become a prob- 
lem to many. To growers who were not 
heretofore cling peach growers, the cling 
peach production looks good, by contrast 
with other crops, and this production 
looks good because cling peach growers 
have the benefit of our effective Associ- 
ation as well as a marketing program. 

This decade has also been character- 
ized by a revolution in the food distribu- 
tion field. It is the period during which 
the self-help grocery store has become 
the principal outlet for food supplies. 
The housewife now chooses what she 
wants from the shelf. She is influenced 
n her decision by price, advertising, and 
ittractiveness of the store. It is a period 
of mergers and combinations in the gre- 
cery business. It is a time which has seen 
a change in the pattern of grocery dis- 
tribution which has affected many of 
our cannery customers. Today there are 
fewer distributors who are doing a larg- 
er share of the total grocery business. 

What has happened in the grocery 
trade has also happened to canners in 
California. Ten years ago the Peach As- 
sociation did business with 46 proces- 
sors, and today we do business with 31. 
Ten years ago publicly owned companies 
bought 38% of the State’s peaches, and 
today they buy 55% of the peaches. It is 
a decade in which the big have grown 
bigger and the small, smaller. 

Your Association has met the chal- 
lenge of these years with better than 
average success. We have enjoyed good 
leadership. As we look into the future, 
I am sure we can all say we do so with 
confidence, in spite of the problems of 
the day. We do so because we do have a 


strong, well organized, efficiently man- 
aged California Canning Peach Associ- 
ation. 

The move by your Association to 
sponsor the development of a coopera- 
tive cannery has been made in response 
to the wishes of our members—through 
their District Advisory Councils. To 
many, this will be the realization of 
hopes that have been nourished for many 
years. It will afford an opportunity for 
growers to have a grower’s say concern- 
ing their own business. I have personally 
participated in the development stages 
of this project and can say we are for- 
tunate to have a Peach Association that 
can so thoroughly and carefully analyze 
this complicated project at an expense 
that no single or small group of growers 
could undertake. 


J. L. SULLIVAN 
PRESIDENT 
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The 1957 cling peach price was an- 
nounced at one of the earliest dates of 
recent years—June 15th. The announce- 
ment followed closely the decision by the 
Cling Peach Advisory Board to recom- 
mend a green drop of 16% in addition 
to cannery diversion to take care of an 
estimated 22% surplus in the 1957 crop. 

The Advisory Board’s decision was 
based upon the assumption that 18,000,- 
000 cases of clings could be packed and 
19,000,000 cases sold during the next 
twelve month period. Cannery inven- 
tories were substantial. Many canners 
were reluctantly reconciled to the need 
for carrying larger year end supplies, 
and June 1957 saw one of the largest 
carry-overs in processors’ hands of re- 
cent record. 

The Peach Association’s Board of Di- 
rectors carefully analyzed the various 
influences that would bear upon the 
prices of canned cling peaches and fruit 
cocktail. Of concern was the situation 
that prevailed in competitive fruits, and 
it was evident that both pears and free- 
stones might have difficulty in reaching 
1956 price levels. Both of these commod- 
ities indicated large crops and substan- 
tial carry-overs. The large pack prospect 
and large carry-over of clings made 


MANAGERS REPORT 


many of our customers apprehensive. 
Interviews with a number of processors 
evidenced their concern over the possi- 
bility of large packs in tomatoes and to- 
mato products, as well as fruits. These 
and other considerations led many of 
the members of the Board to the con- 
clusion that if a price of $65.00 per ton 
could be achieved for the 1957 crop, it 
would be a reasonable price for the 
grower as well as for the buyer. 

Just prior to price time, one of the 
largest canners announced the intention 
of paying $6.00 per gross ton ($3.00 per 
ton over the going rate) “for hauling” 
during the 1957 season. The reason giv- 
en for this announcement was “‘to pro- 
tect our supplies against under cover 
deals.” It soon became evident that this 
move might be met by many other proc- 
essor obligations to growers. It was also 
quite apparent that any special allow- 
ances would be taken into account by 
most of our customers when consider- 
ing acceptance of the Association’s 1957 
price. Because of this, a $65.00 price 
announcement ran the risk of a rejec- 
tion and subsequent settlement at much 
lower prices. 

On the other hand, a price that would 
take the competitive situation into ac- 
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count would have good prospect of 
acceptance, and would also be consistent 
with the Association’s basic aims of ac- 
complishing values justified by economic 
and supply conditions. 

The Board of Directors was also 
aware that a $65.00 price announcement 
—even though it might be rejected— 
would be a popular move with many 
members. On the other hand, a rejection 
of this price by canners might eventually 
lead to a final price much less than a to- 
tal of $65.00 per net No. 1 ton. Based 
upon these considerations, the Board of 
Directors announced an opening price of 
$62.00, and advised canners that it was 
anticipated that they would pay to As- 
sociation members a special allowance 
equal to $3.00 per gross ton over and 
above normal allowances. 

A few weeks later, the California 
Canning Pear Association and Free- 
stone Association both had their open- 
ing prices rejected. 

Canners’ opening f.o.b. prices on 
clingstone peaches more than reflected 
the reduced price for No. 1 peaches. 
Since opening prices the market has 
been characterized by a number of spe- 
cial deals and a general softness. At mid- 
season many canners report little or no 
profit on the sale of canned cling peaches 
and other fruits. In the light of condi- 
tions prevailing at mid-season, it would 
appear the Association’s price objective 
of $65.00 was an exceptionally good 
price for growers, if based entirely upon 
the selling prices of canned clings. 

The 1958 season may find a similar 
situation develop with respect to the to- 
tal supply. Based on current informa- 
tion, it is apparent that approximately 
the same or slightly more bearing acres 
of cling peaches will be in production 
compared with 1957. Therefore, barring 
an unusual situation of frost or crop 
damage, it is likely that total supplies 
will be comparable to that which existed 


during the past two seasons. Carry-over 
stocks in processors’ hands should be 
ample next June, but possibly less than 
1957. 

Barring some unexpected develop- 
ment, therefore, the Association may 
find itself with these prospects at hand 
when price setting time comes next sea- 
son: A large supply, ample carry-over, 
a leveling off of general economic condi- 
tions, the conclusion of twelve months of 
highly competitive activity between can- 
ners on the sale of cling peaches and 
competitive fruits, the need for a size- 
able surplus program, and our grower 
members reporting no reduction in op- 
erating costs—in fact, increases in sev- 
eral areas. 

To help our members evaluate the 
situation, we have prepared some sta- 
tistical data and charts that serve to il- 
lustrate some of the trends and some of 
the facts that will be taken into account 
by the Association’s Board of Directors 
in naming a 1958 price. 
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IMPORTANT FACTORS 


The supply of cling peaches has been the major influence in pricing since the 1920s. 
Old timers in the cling peach business can recall the wide swings in price that were 
influenced by large supplies. The next three charts serve to illustrate acreage trends 
in recent years. In each of these illustrations efforts have been made to forecast prob- 
able results in the next three years, assuming the same average conditions will apply 
during the next three years that have applied during the past three years. 


Sigure 7 shows the record of total and 
bearing acreage since 1935. It should be 
noted that both bearing and total acre- 
age since the mid-thirties declined until 
the beginning of World War II, then 
with the stimulus of good prices and un- 
restricted demand both total and bear- 
ing acreage increased until 1949 when 
a low price of $40.00 per ton served to 
encourage many growers to remove old 
trees and reduce new plantings, result- 
ing in substantial reductions in acreage. 
Then commencing in 1952, both total 


Rigure 2 illustrates what has hap- 
pened since 1950 in connection with pull- 
outs and plantings. During all but two 
of these years, plantings have exceeded 
pullouts. If this continues, as is shown 


#gure 3 illustrates the effect of these 
increased acreages and yields on gross 
tonnage since 1950. It will be noted that 
yield per acre has steadily increased and 
this has tended to increase the gross ton- 
nage each year. The gross tonnage fig- 
ures used have been adjusted for green 
drop, so that total production is indi- 
cated for each year. 

Nineteen fifty-six saw the industry, 
for the first time in history, exceed 600,- 
000 tons production. If current trends 
continue, it is likely total production will 
exceed 700,000 tons by 1960. 

On the bottom of Figure 3 are shown 
the record of cases per ton achieved by 
the canners during each of these years. 


and bearing acreage have continued to 
increase during each of the next four 
years. If the same trend continues, it is 
likely that in 1960 both bearing and to- 
tal acreage will reach an all time high. 
The increase in acreage since 1952 has 
no doubt been stimulated by the exist- 
ence of a surplus control program, and 
the prospects of a stable market. Rela- 
tively poor alternative uses for the land 
and liberal cannery financing have also 
been influential in causing growers to 
expand cling plantings. 


in the illustration, average plantings 
during the next three years will be 
more than double the pullouts which, of 
course, increases the net bearing acre- 
age. 


It is obvious that more efficient process- 
ing methods have resulted in more cases 
per ton of cling peaches. 

It should be evident, from these illus- 
trations, that continued increased plant- 
ings must be slowed down or else the re- 
lationship of production to demand may 
become so distorted that green drop or 
curtailment programs will not be very 
practical. During 1957 many growers 
reported difficulty in accomplishing rea- 
sonable profits, even with a $65.00 
price. It is unlikely higher prices can be 
achieved with greater production. Un- 
less plantings are retarded and pullouts 
increased, serious problems may be 
faced by the industry. 
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Figure 4. Each year since 1950, 
canned freestone peaches have enjoyed 
an increasing share of the total canned 
peach market. Canned peaches, frees 
and clings combined, have more than 
held their position in the market when 
compared to canned pears and canned 
pineapple. In fact, peaches have in- 
creased their market position as com- 
pared to these competitive fruits. How- 
ever, canned freestones have enjoyed 
most of the increased business. Move- 
ment from canners’ hands has more 
than doubled since 1950. Clingstone 
movement from canners’ hands, on the 
other hand, has increased approximately 
15%. 

During the past marketing season, 


Higure 3. Two years of record sup- 
plies have been an important factor in 
stimulating increased sales of canned 
peaches. The presence of greater sup- 
plies during the last two years has 
forced processors to greater efforts in 
marketing peaches. The data shown here 


igure 6 shows the record of pack 
and disappearance of cling peaches from 
canner hands since 1947. The informa- 
tion shown in both Figures 4 and 5 in- 
cludes freestone peaches, whereas Fig- 
ure 6 deals only with canned clingstone 
peaches at the cannery level. It will be 
noted here that while the total f.o.b. 
movement from canners’ hands has in- 
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there has frequently been little or no dif- 
ference in the f.o.b. prices of the two 
products. Low field prices for freestones 
and the absence of surplus programs for 
that commodity make it necessary to 
take this competitive fruit into account 
when considering cling values. 

Figure 4 shows the relative sales of 
clingstones and freestones through re- 
tail markets in the United States since 
1950. It also shows what has happened 
with respect to the average shelf price 
differential between clings and frees. 
Current reports indicate that the dif- 
ference in price between a can of free- 
stones and clings is even less today than 
the 4.6 cent average reported for the 
1956 crop. 


includes both freestone and clings, and 
reveals the carry-over, the movement 
and the total civilian supply of all can- 
ned peaches. Civilian supplies do not in- 
clude sales to government agencies and 
export. The supplies do include retail, 
wholesale, and canner inventories. 


creased over 1950, nevertheless the can- 
ners’ f.o.b. commercial domestic move- 
ment has changed only slightly in the 
last several years. 

Also shown are the average annual 
cannery f.o.b. prices for 21% choice 
canned cling peaches during the same 
period. 
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Pigure 7 The character of food dis- 
tribution in America has an important 
relationship to farmers. The relative 
size and importance of grocery stores by 
store type is shown in Figure 7, which 
is taken from the 1954 census of busi- 
ness. Dynamic changes have taken place 
during the past ten years in the retail 
grocery business. Fewer stores are doing 
a greater share of the total business. At 
the same time, larger stores have in- 
creased in size and importance. Recent 
mergers in the food distribution field 
have tended to concentrate the retail 
food business in fewer hands. 
Consumers have benefited in many 
cases as a result of these changes. Com- 
petition between large retail organiza- 
tions serves to maintain low prices. The 
benefits of large volume, low markup 


Pigure &. The California processing 
industry, just as the grocery business, 
has gone through extensive changes in 
the past ten years. Figure 8 shows that 
an increasing share of the total peach 
business is being done by the major com- 
panies. Many small companies have been 
merged or have gone out of business. At 
the same time, the Peach Association 
has grown in importance during the past 
ten years. Today all but an estimated 


9c 


~ of the independent (nonfinanced, 
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operations have in the main been passed 
on to consumers. Many processors, on 
the other hand, have viewed thes, 
changes with concern. It has meant fe. 

er customers and a greater concentra- 
tion of buying power in few hands. The 
loss of one large customer can frequent- 
ly be disastrous. The willingness on the 
part of one or two customers to feature 
a brand or a special promotion may 
mean the difference between success 01 
failure for the processor. 

The trend toward mass productior 
and mass distribution has not been lim- 
ited to the grocery business; it has bee: 
a trend in nearly all phases of America 
business. Even farms are growing fewe) 
in number and larger in size, althoug! 
not at the same fast rate that has char- 
acterized the grocery business. 


nonterm contract) cling peach growers 
in the State market through the Califor- 
nia Canning Peach Association. If the 
trend shown in Figure 8 continues for 
the next ten years, there will be but 
a handful of companies canning cling 
peaches in California in 1968. Forty- 
seven peach canners, not including spe- 
cialty packers of preserved, spiced and 
pickling peaches, were buying peaches 
in 1947. Today there are 32. 
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GROCERY - COMBINATION STORE SALES 


BY STORE TYPE AND SIZE-TOTAL U. S. 
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California Canners and Growers was incorporated 


on October 11, 1957. Originally sponsored by the California Canning Peach Associa- 
tion, it now has the support and sponsorship of all the major canning crop associa- 
tions, including the California Canned Pear Association, California Tomato Growers 
Association, and Asparagus Growers Association. 


CAL CAN had its real start in 1953 when, 
upon the request of Peach Association 
members, a feasibility study was made 
for the Association by the Arthur Dob- 
son Co., consulting engineers. This re- 
port made it clear that a cooperative 
processing plant operation on peaches 
alone would have an immediate compet- 
itive disadvantage. A multiple product 
cannery was a necessity. Comparative 
costs of construction, location and basic 
reference points for operation were cov- 
ered in the study. 

The 1953 study served to point up the 
necessity of having experienced man- 
agement and personnel, as well as estab- 
lished markets. Plant alone, the report 
made clear, would not be enough. 

At the 1956 annual meeting of all of 
the Association’s Advisory Councils and 
committeemen, the following resolution 
was unanimously passed: “That the 
Board of Directors of the Association 
continue the study of cooperative can- 
ning on a stepped up basis, and when 


they deemed it advisable, to submit a 
plan of acquisition to the members.” 
With this mandate the Board of Direc- 
tors authorized funds to ascertain the 
probability of acquiring going concerns. 

A study of the procedures used by the 
National Grape Growers in acquiring 
the Welch Grape Juice Company and 
Allied Grape Growers in acquiring the 
wineries of the Petri Wine Company 
was made. Neither of these acquisitions 
exactly fitted the California picture, but 
both had basic ideas and advantages that 
could be used by processing crop growers 
in acquiring California companies. 

A basic plan was devised. One of Cali- 
fornia’s oldest and most experienced law 
firms (McCutchen, Thomas, Matthew, 
Griffiths & Greene) was employed to 
assist in developing the plan. Contacts 
were made with leading California com- 
panies, which resulted in the conclusion 
that an acquisition program could be 
carried out. Before proceeding, however, 
it was important to know the extent of 
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grower support and willingness to put 
money and tonnage into the venture. 

\ member to member survey was con- 
ducted by the Association field depart- 
ment. Over two-thirds of the member- 
ship indicated approval and desire to get 
the project under way. Very few mem- 
bers were opposed. Many of those not 
nterested gave as their reasons old age, 
lack of finances, or term commitments 

canneries. The membership survey 

ympleted, it next became necessary to 
ontact other groups similar to our own. 
This was done, and resulted in the se- 
lection of an organizing committee of 
growers representing each important 
processing crop in the State. Early in 
October the organization meeting was 
held, and CAL CAN was incorporated 
soon after. Earl Blaser of Yuba City 
was named chairman, and an executive 
committee was appointed. 

Following incorporation, it was nec- 
essary to contact growers of the other 
rops. Peach Association growers had a 
vear’s head start, and now it was neces- 
sary to tell others of the plan. To help 
n this undertaking, the services of an 
xperienced cooperator were secured. 
Golden F. Fine, former director of the 
Peach Association, walnut grower, co- 
operative leader, member of the Federal 
Farm Credit Board, for many years as- 


sociated with the Federal Land Bank, 
was eminently suited for the job. He was 
appointed Treasurer of CAL CAN and 
started to contact growers of pears, to- 
matoes, asparagus and apricots. Within 
three months after incorporation, farm- 
er support in nearly all areas was as- 
sured. Commitments totaling nearly 
$500,000 were received. Serious discus- 
sions could now proceed with important 
companies. 

Step by step along the way, the idea of 
CaL CAN has been carefully and soundly 
planned. CAL CAN’s Board is hopeful 
that the first acquisition can be com- 
pleted in time for the 1958 harvest sea- 
son. The same solid step by step plan- 
ning has featured the negotiations with 
processors. When the necessary details 
have been completed, a deal can be closed, 
if not before the 1958 harvest, then im- 
mediately following. 

One need only study the information 
contained in Figs. 7 and 8 to realize 
how important to California’s process- 
ing crop growers CAL CAN will be. Grow- 
ers need to move now toward integra- 
tion, for tomorrow may be too late and 
too expensive. If CAL CAN reaches its 
logical objectives, it will be one of Cali- 
fornia’s largest and most successful 
fruit and vegetable processing concerns. 








652 SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 


Grower ownership, farmer control, grass roots influence—these are 
terms frequently used to describe successful farmer cooperatives. @ T hé 
Peach Association is proud of the fact that all of these descriptions fit its 
democratic operation. Evidence of the fact is found in the facing page. 
With its 23 directors and 55 district advisors, who in turn are assisted 
by some 50 district committeemen, the Association has a large and re- 
sponsible official family. Here is a base from which can come good 
grower leadership; a reservoir from which come progressive ideas and 
recommendations that protect the best interests of the peach farmer. 
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President J. L. Sullivan 
Vice-President Wayne D. Salter 
Secretary Ear! E. Blaser 
Treasurer A. S. Tomlinson 


General Manager Ralph B. Bunje 


Assistant Secretary E. E. Poston 





F. W. Andreason 


Yuba City Ray Ferrari Winton Lowell Swetzer Wheatland 
Henry J. Bava Linden Elton Melin Kinsburg J. L. Sullivan Yuba City 
Earl E. Blaser & Live Oak T.W. Murphy Escalon A.S. Tomlinson Hughson 
Wm. E. Butler Yuba City Wayne D. Salter Ceres Rodney A. Vertrees Rio Oso 
Roland Chambers Gridley Rolland C. Starn Hughson Henry L. Williams Gridley 


Edw. Elzarian Kingsburg I. W. Swagerty Hughson Herman Wurm Marysville 
Chas. C. Fairbairn Modesto Michael Sweeney Visalia 
*T. C. Bowers Oroville *M. W. Dula Visalia *Bachan Teja Yuba City 





DISTRICT 1 
Norman Boeger Gridley 
E. P. Chambers Gridley 
Bert Onyett Gridley 
Clark Stowe Gridley 
A. H. Wheeler Gridley 


DISTRICT 
James H. Eager 


DISTRICT 7 
Isaac F_ Bashor 
James Bonelli 
Stewart Bradley 
Leonard Collins 
Carl H. Peterson 


Waterford 
Escalon 
Modesto 
Modesto 
Escalon 


DISTRICT 8 


Live Oak G. W. Beck Hughson 


James Heenan Live Oak Evan Hudelson Hughson 
Hershel Howard Yuba City Jos. Olivera Denair 
Joe Schmidl, Jr Live Oak Grant Paterson Hughson 
Elmer C. Smith Yuba City Louie Zambruno Hughson 
DISTRICT 3 DISTRICT 9 
T.S. Best Yuba City Floyd Baker Delhi 
Donald F. Harris Yuba City Ugo Cavaiani Dethi 
M. E. Inglerock Yuba City Luther Farajian Livingston 
Geo. Taylor Yuba City Larry Fiorini Dethi 
Tom Teesdale Yuba City Ken Miyamoto Winton 
DISTRICT 4 DISTRICT 10 
L. E. Davis Marysville J. Malcolm Crawford Dinuba 
John Mathews Marysville Teja Dillon Fresno 
Donnell W. Plantz Marysville Henry Kaiser Kingsburg 
Bliss Williams Marysville Wesley Levin Kingsburg 


Johnnie Wurm Marysville 


DISTRICT 5 
Joe De Valentine 
Robt. Gallagher 
Elliott Nelson 
Richard Taresh 
Frederick Tyler 


Donald Woods 


DISTRICT 11 
Rio Oso A. R. Crookshanks Exeter 
Wheatland L. A. Hagler Visalia 
Wheatland Frank Hill Strathmore 
Rio Oso B. W. Jennings, Jr Visalia 
Wheatland Laurence Paregien Visalia 


DISTRICT 6 
“larence Armanino Stockton 
Ray Mahoney Clements 
David Miller Linden 
Ernie Podesta Stockton 
Joe Zolezzi Linden 


Kingsburg 





Ira C. McKay, Field Supervisor 


Yusa Crry—Robert G. Dunbar, Field Rep. in Charge 
Vern Higgins, Field Rep 
Telephone: SHerwood 2-0994 


Mopesto—E. T. Nyegaard, Field Rep. in Charge 
James Laird, Field Rep 
Edward Lawrence, Field Rep 


. 7 Telephone: LAmbert 2-6470 
LInDEN—Edward L. Atwood, Field Rep. in Charge 


KINGSBURG—Wendell Davis, Field Rep. in Charge 


Telephone: HOward 6-8260 Telephone: TWinoaks 7-2207 


VisaLia—Peter E. Cigrand, Field Rep. in Charge 
Telephone: REdwood 2-0546 
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Mr. Roosevett. Mr. Bunje, I have just one brief question. In other 
words, if I may summarize, and perhaps cihinatian too, what you 
are saying to the committee is that while you believe there is not any 
direct conspiracy, you believe that it is possible that economic con- 
centration of power in the distribution end of the business necessarily 
could see several effects or be effective to the disadvantage of the 
grower as well as the canner, is that correct ? 

Mr. Bunue. Yes, sir. 

Mr. Roosevett. And that what you think this committee should 
try to look into is to see where that power is being properly used, and 
if it is being improperly used, you hope we will find a way to do some- 
thing about it, is that correct ? 

Mr. Bunge. Yes, sir; Mr. Chairman. I think we can recognize 
the trend in America today is toward largeness, or bigness, call it 
what you may, whether it is in a labor union or a grower organization 
such as ours, or in the canning industry or a food distributor. As those 
significant changes come about, I think we have to recognize the impact 
they have on other parts of the economy. We are not unmindful 
of the prospects that exist here with the things that are taking place. 

Mr. Receniaiey In order to protect itself, are there any members 
of your. association that have taken a step in, you might say, an inter- 
gration of a sort by becoming affiliated in the canning industry ? 

Mr. Bunge. Yes. If you will refer to the chart on page 11, Mr. 
Chairman, you will note we show there the purchases by cooperatives 
in 1956—they purchased or processed approximately 6 percent of the 
cling peaches. This year, through the development of a new co- 
operative in the State, that figure has been increased up to, I would 
judge, 15 or 16 percent. So that approximately that percentage of 
the total peach businesses is being done by growers through their own 
processing cooperatives. 

Mr. Roosevett. This of course involves the farmer in taking the risk 
of being in the canning business. 

Mr. Bunge. He is in the canning business, and he takes the gains 
and losses that may come about. 

Mr. Roosevetr. Now, lets look at it the other way. Is there any 
trend among your members of your association to sell out or to help 
the canning industry intergrate by having the canning industry take 
up the farming business ? 

Mr. Bunge. Mr. Chairman, I don’t think the growers as such would 
stimulate—necessarily stimulate that action on the part of the 
processors. 

Mr. Roosevett. I wouldn’t think they would stimulate it. But are 
they finding it inevitable in some instances, or beneficent in some 
instances, to sell out for that purpose / 

Mr. Bunse. I would say that there have been a great many of 
our members, and peach farmers generally in the State, who have 
availed themselves of liberal cannery financing schemes that enable 
them to stay in business. That is quite common. 

However, the operation of cannery-owned orchards has remained 
fairly static for the last 2 or 3 years. 

Mr. Rooseve.t. How extensive is that in the overall picture? 

Mr. Bunge. If you refer to the chart on page 11, figure 8, you will 
notice the relationship there. I would judge it represents about 12 
percent of the total business. That is found in the second paragraph 
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there. The gray section represents the portion that is cannery owned. 

Mr. Rooseveit. One last question. 

Would you in general feel that the negotiations which are carried 
on by your association with the—I presume these are what the pre- 
vious witness was talking about—when you set the price, would you 
feel that this was pretty much—because the general standard for the 
price received by other members, or other growers, who were not 
members of your association / 

Mr. Bunge. Historically the association's price for cling peach has 
been the market price for cling peaches. 

Mr. Roosrvetr. That pretty well sets the pattern. In other words, 
you are carrying the burden for the nonmember. 

Mr. Bunge. Yon Of the nonmembers of the association there are 
growers who have for one reason or another signed term contracts 
with canneries. And it is not unusual to find that the term contract 
provision with respect to price indicates that the cannery agrees to 
pay the price that is settled by the association. 

Mr. Rooseverr. Under the marketing order—you do operate tnder 
a marketing order, do you not? 

Mr. Bunse. The industry does; yes, sir. 

Mr. Roosevetr. Under that marketing order, you won't have 
strength enough, with just your membership, to assure its adoption. 
You would have to get votes from outside of the members of your 
association, won't you / 

Mr. Bunue. Yes. 

Mr. Rooseve.tr. But how many members on the advisory board does 
your association have / 

Mr. Bunse. I would have to guess, Mr. Chairman. We don’t 
think of it in terms of members or nonmembers. But out of the 11 
grower members, I believe there are 7 growers who are members of 
our association. I may be wrong on that. It may be six or eight. 

Mr. Roosevetr. In general, your membership in relationship to the 
whole membership 

Mr. Bunge. I think our membership on the advisory board is 
greater than all growers combined. The reason for that isthis. The 
growers, that is, the grower members on the advisory board are ap- 
pointed by the Director, based upon nominations whi) have been 
made by growers in district meetings that are held through the peach- 
growing areas. The fact that the growers nominate the members 
of our association I think is a tribute to the character of our member- 
ship, and perhaps also is due to the fact that our members, you see, 
are not under contract obligations to the canneries, whereas a non- 
member may be. And, therefore, the grower is very careful about the 
fact that whoever sits on the advi isory board and represents his interest 
is not under some financial obligation to a cannery. He wants him 
to feel free to make decisions w ithout any influence whatsoever. And 
[ think that may lead to the result which is that generally speaking, 
the majority of the members of the advisory board are members also 
of the peach association. 

Mr. Roosevetr. Mr. Steed ? 

Mr. Streep. No question. 

Mr. Roosevetr. Mr. Moore? 
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Mr. Moore. I would like for you to paint a little clearer picture of 
just exactly what your association is made up of. Now, do the mem- 
bers of your organization grow these peaches ? 

Mr. Bunge. Yes, sir. ~ Congressman Moore, as Mr. Kurht indi- 
sated, I think he used the figure 2,800 growers—that would be growers 
and tenants. We perhaps “have pretty close to 2,500 or 2,600 peach 
growers. If a grower joins the California Canning Peach Associ- 
ation, then he signs a2 membership agreement which gives the associ- 
ation the title to the fruit when it has been harvested. Then the 
association has the responsibility to market the fruit to the various 
processors. And we return to the grower, according to our contract, 
the average price that we receive as a result of that marketing, and 
we have been able to achieve a uniform price in nearly every year we 
have been in operation. The association holds the title to the fruit. 
Then we negotiate with the individual processors, and finally—make 
a price and the basis of our sale to the processors 1s in accordance with 
a standard contract of sale with our cannery customers. We market 
some of our fruit on a term basis. 

Mr. Moore. You speak of cannery customers, and you speak of 
processors. Are they one and the same? 

Mr. Bunse. They are one and the same, yes. 

Mr. Moore. All right. 

Mr. Bunge. Under that standard contract, we offer a price to the 
canneries for the association fruit. That offer is made after many 
consultations have been held with individual canneries. And when 
our first offer has been made, and if it is accepted by 30 percent of the 
canneries with whom we do business, whose aggregate purchases are 
equal to 30 percent of our total tonnage, and prov vided there is included 
among them one of our three largest customers, then the price becomes 
binding under the terms of our contract upon all of the canneries. 

Now, if we fail to accomplish that percentage, then our price is re- 
jected, and under. our ‘annery contract, the cannery has agreed to 
either accept or reject the price within 5 d: ays after the offer has been 
made. If the offer has been rejected, then we agree that we will name 
the same or another price within 10 days after the opening announce- 
ment. Then the same procedure goes through with respect to the per- 
centage of canneries who accept or reject the price, or cannery 
customers. 

If the second price offer has been turned down, then the cannery 
agrees to pay a reasonable price, and we agree to sell on a reasonable 
price. We have never had to use that proc cedure so far. The reason 
that provision was put in our contract was that frequently the price 
negotiations take place just before the harvest, because then we know 
best what the supply may be. And we won't want to find ourselves in 
the unfortunate position of having no contract on our fruit, which as 
you know is very perishable. Then the bargaining power of the 
processor would be considerably greater than ours, because our fruit 
would be spoiling, and he would just sit back and not buy. 

Mr. Roosrverr. But you do have what amounts to an arbitration 
clause at the end of the contract. 

Mr. Bunuer. Yes. 

Mr. Moore. Then actually it is fair to say that as you call yourselves 
the California Canning Peach Association, that that in itself is a 
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slight misnomer. You apply that name to the fact that you deal in 
canned peaches? Is that where you get your name? Or are you can- 
ning peaches? You told me you were a grower. Are you handling 
the peaches—I am just trying to learn something here, so I can intel- 
ligently ask you a question. 

You are growing these peaches. The members of your association 
are growing these peaches. You don’t can them yourself. You just 
simply make arrangements for them to be processed or canned by X 
company or Y company or S company, is that correct ? 

Mr. Bunue. That is right. 

Mr. Moore. Well, then, it is true to say then you are not a canning 
outfit, are you ¢ 

Mr. Bunse. We are not. And, perhaps to clarify it, our members 
grow canning peaches. 

Mr. —— Most of the product, the end result, is canned peaches ? 

Mr. Bune. In my statement, you will notice I refer to canning 
peaches A} c ial peaches. 

Mr. Moore. Which serves to confuse me further. [Laughter. ] 

Mr. Roosevetr. I think I might say to the gentleman that a can- 
ning peach is a peach that has not yet been canned. 

Mr. Moore. With respect to these techniques that are practiced, o 
that you allude to that are being practiced by those that dwell on 
California Street, or thereabouts, do you not, as an association, prac- 
tically follow the same procedures in the offerings that you make of 
your produce t? And do you not, to further that question—and again 
this is for my own information—bind and obligate canners on the 
price. Then are you not in substance forcing a price on the canner / 
Hle has got to pay that figure that vou have set. You are in effect 
doing that, are you not? 

Mr. Bunse. Yes, sir: I think so. 

Mr. Moore. Asan organization ? 

Mr. Bunge. Yes. 

Mr. Moore. He is not going to get peaches to be canned from you 
at any less cost than what you have agreed to sell it. 

Mr. Bunse. Fromus. Our pe: aches. That is right. 

Mr. Moore. Yes. Now, what percentage of the overall peach in- 
dustry is represented by your organization / 

Mr. Bunge. Forty percent by volume and 55 percent by number of 
growers. 

Mr. Moore. In your association. 

Mr. Bunue. Yes, sir. 

Mr. Moore. Now, some of these abuses that have been spoken of, 
and abuses that have been apparently widespread in the local news pub- 
lications out here—do those abuses themselves affect your organiza- 
tion at all, or are they somewhat removed ? 

Mr. Bunue. Directly, no. They are somewhat removed. Indi- 
rectly, yes. 

Mr. Moore. Now, how is that eventually going to work its way 
down to you in consideration of the manner in which you bargain to 
sell your product and the way you make your contractual arrange- 
ments with canners and processors / 

Mr. Bunue. I make reference to the point that we don’t know—we 
are not familiar with what the abuses are because we don’t have the 
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direct contact. All that we can say is that if the statements which 
have been made by canners, and w hich have been published in some 
of the trade magazines are accurate, that there are abuses, and we 
find that the level of prices for canned peaches are resolved as a 
result of economic strength of certain buyers or abuses of that strength 
by certain buyers, then we feel that the law of supply and demand, 
the housewives’ unwillingness or willingness to buy or not to buy, to 
go in and select a can of cling peaches on the grocery shelf, or buy a 
pudding mix or buy canned pears or pineapple—if those decisions are 
not free to exercise their influence on the market, then naturally we 
would be affected. And to that extent, as I indicated, we hope—if 
you find those abuses are there, if that is true, and if these alleged 
cases as the chairman indicated the committee was not making a 
charge, and neither am I—but if these alleged practices take place, 
naturally we would be affected. 

Mr. Moore. How are you going to be affected when you are clothed 
with this California marketing order and you set your own price? 

Mr. Bunse. Well, I think the word “set” is 

Mr. Moore. Maybe I am being strong in that regard. But it would 
seem to me that you just sort of get together in a backroom and decide 
that the market will absorb X number of peaches and we have got X 
number of peaches to sell, so this will be the price of peaches. 

Mr. Bunge. I just wish it were that ee 

Mr. Moore. Oversimplification is an abuse Congressmen deal in so 
often, so please excuse me. But I can’t see how this is going to get 
down to you, when you believe you are clothed, or seem to be, with 
this California marketing order. 

Mr. Bunsr. The California Marketing Act only operates, from our 
point of view, to do these things. It gives us a uniform grade upon 
which we can sell. We are not dealing with five or six different 
grades, or your grade or your grade or your grade of peaches. You 
are dealing with one grade. That is important, because then we are 
all talking about the same product. 

It does another thing in that it operates to curtail the surplus, if 
the industry finds there is one, so that we get down to a marketable 
tonnage. 

This past season, for example, in the meeting of Cling Peach Ad- 
visory Board, when they were trying to reach a determination as to 
what’ the marketable tonnage should be, it took some 40 hours of 
meetings in order to reach an understanding as to what the market- 
able tonnage objective was to be. The processors generally were hop- 
ing to find agreement on a lower marketable tonnage than the grow- 
ers were willing to set. 

The upshot of it was that we finally agreed upon a marketable 
tonnage of 565,000 tons. That was measured against a total produc- 
tion at that time which was estimated by the Crop Reporting Serv- 
ice as 725,000 tons. That was the difference between ruin and com- 
ing out of it reasonably well. 

Now, had we had the backroom power to which you made reference, 
then I would assume that we would have named a price of $90 or 
$100 a ton. But we have been pricing enough years to know that 


several things happen when you price w ithout regard to some of the 
economic facts at hand. 
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In the first place, we have got to recognize the competition from 
pears, canned pears, canned fruit cocktail, canned apricots, ‘anned 
pineapple—also from pudding mixes, and many other desert items 
offered in the grocery stores today. We have also got to take into 
account that there is today in California, and I think generally, a 
rather low-price situation existing among many agricultural com- 
modities. Prices are not too good. The use to which land is put by 
farmers is going to be pretty well determined by what he thinks he 

can earn off the land. If peaches are a lot more profitable than grow- 

ing cotton or growing corn or growing pears or growing apricots, or 
grapes, or whatever it is, the first thing you know we are going to 
have too many peach trees planted. So the grower is interested in 
maintaining his position. There are a lot of factors that enter into 
pricing. 

If we had the economic power to act in the environment in which 
we could act with irresponsibility, I daresay we would be irresponsi- 
ble; but—that climate doesn’t exist. There are too many other factors 
that tend to a our thinking into balance with economic facts. 

This year, as I indicated to you, about half the growers in Cali- 
fornia growing cling peaches did not get their costs back. 

Mr. Moore. Well, now, with respect to this—you are not, as an as- 
sociation, one of those that are directly complaining of this situation 
of buying by the large chain operations of cling peaches here in Cali- 
fornia, or the practice indulged in or alleged to be indulged in on 
California Street ; is that correct ? 

Mr. Bunse. Weare not a complainant. If we knew of these alleged 
practices, if we knew of a case where we would point our finger, we 
probably would. But all we are dealing with is rumor, or stories, ‘and 
statements, and so forth. 

Mr. Moore. The statements that you say—where have you, as the 
manager of the California Canning Peach Association—where have 
you read or observed these partic ular charges ? 

Mr. Bunge. I have read them in the trade magazines. 

Mr. Moore. Would you specifically, so the committee might know 
what trade magazines you are speaking of / 

Mr. Bunar. I think the articles which appeared in the California 
Fruit News would be—would perhaps cover most of the specific cases. 

Mr. Roosevetr. If the gentleman will yield, I will ask oer : 
introduce after lunch the specific things that he is talking about, 
they may be made a part of the record. 

Mr. Bunsr. Then, of course, it is not unusual to find that—in fact, 
[ daresay there are very few canners in California that have not at one 
time or another complained over California Street. But canners are 
a lot like farmers. I think a lot of them started out as farmers anyway. 
They will complain about almost anything. 

Mr. Moore. I have no further questions. 

Mr. Roosrvett. Mr. Bunje, is it true, though, to follow on Mr. 
Moore’s questioning, that a canner does find himself in the position of 
having to deal on the one side with whatever pressure or—whatever 
the bargaining power is of the buyer, and at the same time on com- 
pletely the other side of it, of whatever you are willing to take from 
him in the way of price that he is willing to offer; isn’t that right? 
So he does have two people to deal with. You have basically the selling 
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problem. Of course, you have the growing problem on that side of 
it. But, basically you have the selling problem. Whereas he has to 
deal with you in a bargaining arrangement, and turn around and do 
the same thing with a buyer—isn’t that true? 

Mr. Bunge. Well, Mr. Chairman, I think in substance what you have 
said is right. But I would like to point out one thing. Don’t be too 
impressed by our power, because I want to point out to you that we 
have got some pretty articulate and capable people in the canning 
business who don’t mind telling us how the cow ate the cabbage, and 
whether or not they will accept or not accept the price. They are pretty 
intelligent people. And we have yet to find ourselves in a position 
where we swing our weight around and these prices get out of hand. 
I have been in this thing 10 years, and growers have yet to conduct 
themselves in that manner as far as I am concerned. 

Mr. Brown. Mr. Bunje, you say the price on peaches this year was 
$60 a ton? 

Mr. Bunge. The price, Congressman Brown, was $50 a ton. This is 
very confusing, and I hope it makes sense. We still don’t understand 
it; but this is what happened. 

The association price was $50 per ton. During the contracting 
season, a number of the canners had offered premiums and incentives 
to growers in an effort to try to capture additional tonnage. One of the 
evils in a marketing program, such as the kind we have, is that a lot 
of us can sit around the table and decide on how big the peach pie 
ought to be—the marketable tonnage—but then when everybody has 
decided on the size of the pie, nobody can agree on how big his own 
piece of pie ought to be. 

So we found that asa result of this fight for the biggest piece of that 
pie, a lot of premiums had been offered to growers. We were forced 
this year to offer our fruit upon the following basis—that—the finally 
agreed-upon price was $50. Our opening price was $52 a ton. The 
second offer of $50 then provided that the canner would pay a premium 
of $7.50 per ton for any delivery that graded out at 1 pound culls or 
less to the box, $5 per ton for any that graded out 2 pounds culls or 
less to the box, and $3 a ton for any delivery that graded out less than 
214 pounds culls to the box. 

Then added to that was a provision that the canner would also pay 
a bonus or cash premiums equal to $3 per gross ton, which is worth 
$3.60 per net ton, and would pay a hauling allowance of not less than 
$4 per gross ton. And the sum total of that av eraged out for the 
average grower in the State about $59.67. 

Mr. Brow nN. So we finally got to the average price of $60 a ton. 

Now, what was it in 1958? 

Mr. Bun JE. $66. 

Mr. Brown. What was it in 1957? 

Mr. Bunge. $70. 

Mr. Brown. What was it in 1956? 

Mr. Bunge. $77.50. 

Mr. pasts Mr. Brown knows already, so you better be careful. 

Mr. Brown. What was it in 1955? 

Mr. Moore. Do you have the figures available ? 

Mr. Bunue. Yes, I have it. The chairman scared me here. I 
think 1955 was $55. 
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Mr. Brown. $55. 

Mr. Bunge. I think that was the figure in 1955 

Mr. Roosevetr. There was quite a jump from 1955 to 1956. 

Mr. Bunge. Yes. 

Mr. Brown. Well, I have some figures here of major California 
canned fruits and vegetables annual packs and it would appear in 
1956 there were 21 million cases of cling peaches. In 1955 there were 
only 18 million. Yet are you certain of the $77.50 price in 1956? 

Mr. Bunse. Yes. In 1956 we sold the total pack for around nearly 
$42 million, and the reason was that the inventories were very light, 
the average price at which they were selling in retail stores were high. 
The economic conditions generally were good. And we ended up with 
a price of—that the growers received, on a comparable basis to what 
you have—the $59.67, the $77.60. 

Mr. Brown. Just on the basis of the supply, and not weighing in 
any demand factors, it would appear that the year th: at the heaviest 
supply existed was the year that the farmer got by far the biggest 
price. 

Mr. Bunse. Until 1959. 

Mr. Brown. Well, yes. Now, in 1955 there was another 211% 
million year. 

Mr. Bunye. Yes. 

Mr. Brown. And this time it is down to $60, a drop of about 25 
percent in 4 years. 

Has the bargaining power on the purchasing side increased sub- 
stantially in the last 4} years ? 

Mr. Bunge. I don’t think, Congressman Brown, that that is the 
case. I think rather that we have been faced with some problems of 
finding too many growers interested in planting peaches at $70 prices. 
We are pricing ourselves out of the market, and also pricing ourselves 
out of produc tion. 

Mr. Brown. Well, and yet you said in your statement that the 
average man couldn’t make-any money growing peaches this year. 

Mr. Bunge. At the rate of $60, most of the growers did not get 
their costs back in California this year. 

Mr. Steep. Will you gentlemen yield ? 

Mr. Brown. Yes. 

Mr. Steep. In order to clear up the impact of the course of supply, 
how long does it take from scratch to get a fruit orchard in production ? 

Mr. Bunge. We calculate that the fourth year is the first year at 
which there is any reasonable production, and full production is 
yenerally at the sixth year. 

Mr. Brown. So in general what you are trying to do in your price 
negotiations, is that you are trying to get a good price for the grower, 
and yet you are trying to get not too good a price so that there won’t 
be too many people getting into the business, is that right ? 

Mr. Buns. I think that is partly right. Our basic objective is to 
achieve the highest price justified by economic conditions—that means 
both with respect to the marketplace as well as our own competitive 
forces in the growing side. 

Mr. Roosrvenr. Would the gentleman yield ? 

Can anybody become a member of your association ? 

Mr. Bunse. Anyone. 
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Mr. Roosrvetr. In other mite, you accept any application for 
membership in the association ? 

Mr. Bunge. We always have, yes. 

Mr. Sreep. Is there restriction on starting an orchard? 

Mr. Bunsr. None whatsoever. 

Mr. Brown. So you use the profits as a discouraging weapon ? 

Mr. Bunge. Well, understand that, for example, this past season, 
1959, the average grower had—if we took all the acres and divided 
it up—the average grower had about 13 tons to the acre production. 
He was only able to market about 88 percent of that, because they 
surplused 12 percent under the marketing program. 

If we deal with just bearing cling peach trees, that is 4 years old 
and older, the average yield of net No. 1 saleable tonnage, which is 
what the grower gets paid for—that is the important thing—this 
year averaged out “10 tons to the acre, paid-for, revenue-producing 
fruit—and his av erage costs were $600 this year per acre, average. 

Now, if the grower was able to market on the basis of 15 tons net 
paid- for per acre, he did pretty well. 

Mr. Brown. How many did that? 

Mr. Benue. I don’t know. 

Mr. Brown. What percentage would you guess? 

Mr. Bunge. I would say about half were over and half were under 
the State average. I cannot say how many were at the 15-ton-per-acre 
level. 

Mr. Brow. Is that a guess? 

Mr. Bunge. That is an estimate. 

Mr. Brown. The reason I am asking is that on the basis of just the 
price, it would appear that the production costs that are now at $600 
per acre, are considerably higher than they were 5 to 10 years ago, 
are they not? 

Mr. Bunge. Yes, sir. 

Mr. Brown. And here the price keeps going down. 

Mr. Buns. Yes, sir. 

Mr. Brown. That must be discouraging to these peach growers out 
here. 

Mr. Bunge. It is tougher than hell on the manager of the peach 
association. [ Laughter. ] 

Mr. Brown. And yet every year you are in there battling for ¢ 
better price, are you not ? 

Mr. Bunge. No, sir, we are battling for what we believe to be a 
reasonable price. 

Mr. Brown. Now, who determines—what great crystal ball and 
what great authority determines what is a reasonable price? 

Mr. Bunue. Well, we have got 23 of them. They are all growers, 
and they are members of our board of directors. And they make the 
decisions as to what price should be offered to the canners. 

This year, for example, we were dealing with a sale of the largest 
tonnage that we had ever tried to sell to canners before—565,000 tons 
of peaches. 

Mr. Brown. How much bigger was that than 1956? 

Mr. Bunge. It is a little less. But in 1956 there was a substantial 
error in estimate, and the canner thought he was buying less than that, 
whereas actually the deliveries ran over the estimate. And I think in 
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1956 it was around 570 orso. But this past year we were dealing with 
the sale, of 565,000 tons. And that large supply is an awful lot of 
peaches to get the industry to accept. And if we wanted to increase 
our supply—and this is the important part—reduce the amount of 
surplusing we had to do, we had to get our price down, because with 
the surplus deal, you get hooked on one end or the other. 

Mr. Brown. Right there, now—just a second. 

In 1956, when you went in to negotiate with the canners, you went 
in with a pretty good price—$75 or $77.50—anyway, it came out that 
way. Now, you were not worrying too much about discouraging sur- 
plus production the following year at that point, were you ? 

Mr. Bunse. Yes, we were. 

Mr. Brown. Well, but you didn’t worry enough about it to where 
you reduced the price substantially. 

Mr. Bunge. That is right. 

Mr. Brown. All right. 

Now, in 1957, what happened? Did you get some bad weather or 
something ? 

Mr. Bunge. That followed a large pack in 1956 at very high prices. 
And in 1957, at the time that we were pricing, we did not anticipate 
that the crop would be low. 

Mr. Brown. The price held up real well in 1957. 

Mr. Bune. Yes, it did. 

Mr. Brown. And the quantity marketed dropped substantially, 
about 15 percent. And then it dropped again in 1958, and the price 
dropped. 

Mr. Bunge. Yes,sir. 

Mr. Brown. The old theory of supply and demand just worked in 
reverse. 

Mr. Bunse. Well, in 1958, Mr. Congressman, the industry was faced, 
during the harvest season—we had practically everything that could go 
wrong with the harvest went wrong with it. We thought we had 
substantially more fruit on the trees. In fact, the Cling Peach 
Advisory Board in 1958 had agreed upon a target or pack target of 
550-some-odd-thousand tons. I think it was 558,000, if I recall. And 
as a matter of fact, we only picked out 492,000 tons. 

Now, the reason for that was that we had brown rot, we had many 
defects on the fruit itself. It was a very poor growing year. And 
the orchards just didn’t pick out. In fact, it was our lowest yield 
per acre that we had had for many years. 

Mr. Brown. So the net effect for the peach farmers was that they 
marketed less and less peaches at lower and lower prices there for a 
period of 3 years, and now came 1959. The costs of production had 
been going up. And yet you go in and instead of asking for $77.50, 
as in 1956, for a big crop, you ask for $60 this year. Or $50 plus 
differentials. 

Mr. Bune. Yes. 

Mr. Brown. Now, what would have happened if you had asked for 
the $75? 

Mr. Bunsr. Well, 





Mr. Brown. What, in your opinion, would the processers have 
said ? 
Mr. Bunge. You want it politely? [Laughter.] 
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They would have rejected our price. 

Mr. Brown. All right. And I want to know what has happened 
since 1956, when they didn’t scream and holler—they paid it. And 
the farmers made a little money. But now in 1959, where you have, 
you said, less marketable peaches, and yet you just felt they would 
scream and yell so much you didn’t even dare ask for the $75. Now, 
am I looking at this wrong, or what has happened in the last 4 or 5 
years? 

Mr. Bunge. Well, several things, Mr. Congressman. 

Last year—and I am trying to recall these figures from memory— 
last year we had some 49,000 bearing acres of cling peach trees, and 
some 25,000 acres of nonbearing. And if I recall, in 1955 or 1956, we 
had around 44,000 or 438,000 bearing acres and about 10,000 non- 
bearing. 

Now, what has happened is that the members of our board of direc- 
tors and other growers have seen the tremendous increase in plantings 
that have gone on throughout the State. And they realize that if we 
maintain profitable prices to all growers, we are going to encourage 
still additional plantings, and the first thing you know, the farmer 
gets back to the same situation under the surplusing program. He 
would only sell 60 percent of what he grew, but at a very high price. 

Mr. Roosrvett. So what you are saying in essence is that you don’t 
want to get the higher price because you will have more competition 
from additional people growing peaches? 

Mr. Bunge. I think that is right. 

Mr. Brown. So what you are trying to do is set price where you are 
going to discourage new people coming into the peach business, but 
where you are going to thin out the herd a little bit of those already 
in it. Is that right? 

Mr. Bunse. I think that isa part of it; yes, sir. 

Mr. Brown. All right. Now, these 23 men that sit on this board 
and determine this price, and so forth, are they big producers? 

Mr. Bunse. They are large and small; both. 

Mr. Brown. Do you think that most of them had a better than 
average yield? 

Mr. Bunge. I would say they did; yes. 

Mr. Brown. So they set the price to try to thin out some of their 
neighbors in the peach business; didn’t they? 

Mr. Bunge. Well, I don’t think they did that. That might have 
been the result. But I don’t think they did it with that in mind. I 
think they had this in mind—that in 1958 the level at which canned 
cling peaches had been selling in grocery stores throughout the coun- 
try, the average f.o.b. price that was being offered by canners to the 
trade, when compared with the additional tonnage, or the additional 
number of cases that was expected to result from a 565,000-ton crop, 
it was clearly evident that the canners would have to reduce their 
prices in order to move the additional tonnage. So that had to be 
taken into account in our pricing. And part of the work of our asso- 
ciation is to make an economic study as to what these factors are. And 
we have given a great deal of weight.to the studies made by the 
Giannini Foundation of Agricultural Economics, in which they have, 
over the period of some 22 years, made these studies that give an 
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indication as to the change that a given volume of cases of cling 
peaches sold through the market will have upon the average f.o.b. 
price. Likewise, the change in the nonagricultural income in the 
United States, or disposable income, and also the changes that will 
be effected by competitive fruits. 

In 1959, we were also faced with extraordinarily large potential 
packs of Bartlett pears, a greater pack of canned apricots, and a large 
yack of fruit cocktail, and the result was that we could not very well, 
in the face of the competitive forces there, justify a price higher than 
the price that was offered. And when it cost the grower and what it 
would do with respect to competition was not uppermost in the minds 
of our board. What was uppermost in their minds was the price at 
which the pack could be moved that was available at that time. 

Mr. Brown. Now, on the basis of that, most of the information they 
had, and so forth, came from the buyer—that is the processors—as to 
what their opinions were about what could be moved, and ‘so forth 

Mr. Bunge. No; that was not the case. 

Mr. Brown. Where did it come from? 

Mr. Bunge. In the case of the average f.o.b. price that had been 
received by processors, that was received as a result of a survey, 
or a check of statistical material from the processors by the Giannini 
Foundation. 

Mr. Brown. Now, just a second there. If some chainstore buyer— 
and I am not alleging in any way that this happened—but if some 
chainstore buyer had beaten down the price to the processors in 1958, 
your averages would show a beaten down price, and then you would 
be basing your 1959 expectations upon that beaten down price, 
wouldn’t you ? 

Mr. Bunse. We would. 

Mr. Brown. Allright. So in that respect, the only information you 
had was from the buyers? 

Mr. Bunge. In that respect; yes. 

Mr. Roosrvetr. And in answer to a previous question of Mr. Moore’s, 
what the buyer does, does have a direct effect on your operation ? 

Mr. Bunge. To that extent; yes, sir. 

Mr. Brown. Surely. You are making a statistical calculation, and 
the statistics are based on the history of what happened. 

Mr. Bunge. That is right. 

Mr. Brown. Now 

Mr. Buns. We can only take—in that calculation, we can only 
take what has actually happened during the past marketing season 
as the basis, because notwithstanding what the circumstances might be, 
we have got to take into account at what level of price the canners 
sold their goods for the past season. 

Mr. Brown. And, if there is a concentration of buying power on 
the demand side, no one will ever know whether the law of supply 
and demand functioned absolutely correctly and whether it was a fair 
price all the way along, if it is abused ? 

Mr. Bunse. I think that is true, Mr. Congressman. 

Mr. Brown. So it has a direct effect upon the farmers. And just 
statistically, if we just want to look at the record without trying to 
rationalize or justify it or anything else, the farm price on peaches 
has come down in 5 years from $77.50 to $60; is that correct ? 

43519—60—pt. 2, vol. 1——12 
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Mr. Bunge. Yes, sir. 

Mr. Brown. And the farmers’ costs of production have gone up 
considerably during that period. 

Mr. Bunge. Yes, sir. 

Mr. Brown. Now, you said in your statement—and I will make 
this very quick—that it is your opinion, based upon presentations 

made by the A. C. Nielsen Co., that cling peaches have been going 
to the consumer on a most efficient basis and with reasonable profit 
margins to the retailer. 

Now, do you have those presentations made by the A. C. Nielsen 
Co. where you could supply them to the committee ¢ 

Mr. Bune. I have the presentations; yes, sir. 

Mr. Brown. Well, in that presentation, the statistical study made 
by Nielsen, do you have the i impression that independent stores mark 
up peaches about the same percentage as chainstores 4 

Mr. Bunge. Yes. In the past several years, that has been more 
true than it was in the preceding years. 

Mr. Brown. In your statement you indicate that the lower markup 
is by independent stores rather than by chainstores. It just varies 
one-half of 1 percent. But is that the way you remember the study ? 

Mr. Bunse. Well, I was only trying to show arange. I think actu- 
ally if you took month-by-month and made the comparisons, that you 
would find, generally speaking, the markup in the retail stores is 
lower in the chainstores than it is in the independent stores. 

Now, Nielsen, in their analysis of what constitutes a chainstore, 
uses a formula, I believe, that deals with the corporate chain—I think 
it is four or more under one ownership, or something like that. So 
you are dealing with general statistics there. The time at which the 
audit is made, and so forth, has a lot to do with the results they 
obtain. But generally speaking, and particularly in the urban mar- 
kets, there is very little difference between the price, for example, in 
an A. & P. Store and Georges Supermarket, which may have the same 
amount of square feet. 

Mr. Brown. Right. Now, one other point. Do you think that 
the average housewife is buying cling peaches at the grocery store 
today for a cheaper price than she was in 1956? 

Mr. Bunsr. Today, yes, sir. 

Mr. Brown. How much cheaper? 

Mr. Bunsz. Well, I can tell you exactly, if I refer to the figures. 

Mr. Brown. Would you refer to them? 

Mr. Bunse. Mr. Chairman, I don’t have the current directory here, 
but in 1956, in A. & P., in chainstores, the average consumer price was 
31.8 cents per 2144 can. In independent stores ‘it was 3614 cents per 
214 can. In large stores, it was 36.1. In medium stores, it was 36.5, 
and in small stores, it was 37.1. That is in April or May 1956. I 
thought I had my 1959 book here. 

Mr. Brown. What was it in 1958? 

Mr. Bunse. I thought I had the 1958 book, but I grabbed the wrong 
one when I left my office. But I can furnish that to the committee. 

Mr. Roosrtvett. Would you make that available to the committee— 
and if possible through 1959. 

Mr. Bunge. Yes. 

Mr. Roosrvertr. Thank you. 
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Mr. Bunse. But my guess would be, Mr. Congressman, if I remem- 
ber the last figures, the price was pretty close to 30 cents a 21 can, in 
chainstores, currently. 

Mr. Roosrvett. 30 cents ! 

Mr. Bunse. 30 cents, yes. That is average throughout the United 
States. 

Mr. Roosevett. As against 31.8 in 1956? 

Mr. Bunge. Yes. 

Mr. Brown. Well, now, did you say that the large stores, the price 
was 36.5 ? 

Mr. Roosrvett. 36.1, I think he said. 

Mr. Bunuse. In the large stores, what Nielsen refers to as large 
stores, was 36.1. 

Mr. Brown. And the medium store? 

Mr. Bunge. 36.5. 

Mr. Brown. All right. 

You will supply the figures for 1959 ? 

Mr. Bunge. Mr. Chairman, I would like to suggest that these fig- 
ures are available to the Cling Peach Advisory Board, and are not 
for publication. I would have to clear the authority to give it to the 
committee. I am sure it can be done. But the question of whether 
they can be published under the contract that the Cling Peach Ad- 
visory Board has with the A. C. Nielsen Co. is a matter I would like 
to have the privilege of clearing. 

Mr. Roosevetr. Well, I think you should do that—as long as you 
are going to supply them. However, I think that the other avenue 
which the committee will do is write to the A. C, Nielsen Co., and ask 
whether they have any objections to giving us the figures directly. 

Mr. Bunse. You understand—— 

Mr. Roosevert. In other words, you have no objection if we ask 
them directly ? 

Mr. Bunsr. I have none at all, if it will help the committee. 

Mr. Brown. Well, on the basis of what you think the price is today, 
I would like, for the record to show that since 1956 that the farm price 
to the farmer on peaches has gone down approximately 20 percent, 
but the consumer price has dropped approximately 4 percent. 

Mr. Bunse. That is right. 

Mr. Brown. So there has been an absorption of about 16 percent. 
And in summary, the influence of the buyer and the concentration 
of buying power, if it is abused, has a direct effect upon the farm price 
to the farmer for peaches. And apparently right now the peach 
growers, farmers, are right at the point where only the ones who get 
abnormally high yield are making any money, is that correct? _ 

Mr. Bunse. I won’t use the word “abnormal,” but I would say 
better than average. 

Mr. Roosrvetr. Let’s put it the other way. Only 50 percent of the 
growers are making a profit. 

Mr. Bunse. Mr. Chairman, we have not verified that figure. It is 
just a guess. The witness said it was just a guess that even 50 per- 
cent of them were. It might be just a few large ones doing it, or few 
who are unusually lucky. And there might be a tremendous number 
who didn’t break even. Is that correct ? 

, Mr. HoosEvEnr. Have you any way of getting information on that 
or us? 
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Mr. Bunge. Yes. It would take sometime, but I think it could be 
achieved. Because it would need—we would need to get the yield per 
acre of every orchard in California. 

Mr. Roosrvetr. I would thing from the association’s standpoint, 
however, that that would almost become a necessity for you and your 
members. Because if you are to deal fairly with your members, you 
must be interested in a situation where certainly more than 50 percent 
of your members are getting a price where they can stay in business. 
Otherwise, you might as well close your membership list and say we 
will only deal for those in the high yield basis. 

Mr. Bunge. Well, Congressman Roosevelt, and Congressman 
Brown, I don’t want to leave the impression that as an association 
we are not vitally concerned with the returns of our members. But I 
think if you are getting into that area, that the committee should not 
be unmindful of the fact that the prices of agricultural commodities 
on the farm are very low. 

Mr. Roosrvert. We are mindful of that. But we are interested in 
your part in setting these things. And we are also interested in what 
effect the statistics that you gather in order to set those prices are in- 
fluenced by whatever the buyer practices may be. And you substanti- 
ated Mr. Brown’s statement that the price to the consumer has gone 
down 4 percent, but the average price to all of the growers has gone 
down better than 20 percent. And obviously on its face, I would say 
if I was the farmer down the line some place, I would think there was 
something wrong with the system, wouldn’t you ? 

Mr. Bunge. I think the farmer has that feeling. 

Mr. Roosevett. Wouldn’t he be justified in having that? 

Mr. Bunge. The farmer has that feeling with respect to several 
aspects of the system. The alternative use to which he can put his 
land is the depressing effect upon our ability to price. If you area 
grower, and you have good land, whether you are using it for cling 
peaches or some other deciduous fruit, or whatever it is, you are going 
to put the land to its highest and best use, if you are an intelligent 
farmer. Now, the alternative uses, other than cling peaches in Cali- 
fornia currently are not good. If you want to grow sugar beets, you 
have to havea history. If yon want to grow cotton, you have to have 
a history. If you want to grow rice, you have to have a history. If 
you want to grow many of the small grains, you have got to have some 
background and history. If you go into some of the other fruit 
crops—for example, almonds last year I understand had a 40 percent 
set-aside. That was their surplus. The price of walnuts is extremely 
low, and that is in competition with the same kind of soil we go into. 
The price of nectarines were very low. 

Now, one of the things that the farmer is faced with is that he is 
in competition for other things to put on his land. And he is up 
against a very serious problem. And that is as much a part of our 
situation, as we look at this thing, as anything else. It is not a ques- 
tion that we wouldn’t like to get more money. But with the level of 
prices for agricultural commodities today, if we name prices that 
will return good profits, the kind of profits that would be comparable 
with the prices of industrial workers and others, then we would find 
that. everybody and his brother would be in the cling-peach business. 
And the reason is because the prices of the other commodities are 
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not good enough to attract many into that area. Now, that is one 
cf our real serious problems. 

Mr. Roosrvett. In other words, 50 percent of your growers are in 
a pretty good position, at least they are not in the desperate position 
that the growers of other products are. And you are trying to pro- 
tect them, very naturally. I am not criticizing that. But in the 
process of doing that, any undue economic er on the part of the 
buyers which you have, I think, proven to the committee does have a 
direct effect on you, should that ever be of direct concern to you and 
every grower, isn’t that correct ? 

Mr. Bunge. Mr. Chairman, I thought I made that point in my 
statement. 

Mr. Roosrvert. When you were answering Mr. Moore’s question, 
you led the committee and I think you led Mr. Moore to believe that 
it was rather an indirect thing. 

Mr. Bunse. Only to the extent that we personally are not involved 
in it—the association as such. But what happens in the market 
price as a result of the concentration or lack of concentration, does 
have an effect upon our pricing. There is no question about it. 

Mr. Brown. Are any of your members complaining to you about 
not being able to make money in the peach business? 

Mr. Bunge. Yes, sir. 

Mr. Brown. Thank you. 

Mr. Roosrvert. We have to move along a little bit, because it is 
getting near lunch time. 

Mr. Avery. I am certainly mindful of that fact, Mr. Chairman, 
and I will try to contain my questions to the time available and also 
to our jurisdiction. I think it might be well to point out to the wit- 
ness there are more than a dozen standing committees in the Congress 
of the United States, most of them legislative committees, which we 
are not—we are strictly an investigative committee. If there has been 
a violation of the antitrust acts, that primarily is not our responsi- 
bility, only insofar as it adversely affects the small businessman. If 
there are problems in the field of agriculture—and I think you will 
agree, Mr. Chairman—that is not our rightful responsibility—only 
insofar, again, as it even indirectly affects the small businessman. 

Now, our justification and intent for being here, Mr. Bunje, was 
in the interest of the small independent businessman. And to sum- 
marize his position as far as your organization is concerned, irre- 
spective of all these other many ramifications we have gotten into, 
your conclusions are that the independent businessman has about 
the same margin of profit on cling peaches as does the chainstore 
outlet, is that correct, sir? 

Mr. Bunsr. The small independent businessman ? 

Mr. Avery. You characterize many here as independent stores— 
does he have essentially the same margin of profit in cling peaches 
he sells as does the chainstores. Or if not, what did you mean on 
page 3 of your statement in the last paragraph? That is our juris- 
diction and responsibility. 

Mr. Bunsz. Mr. Congressman, according to the Nielsen studies, 
the margin of profit in the independent stores has been very close to 
that of the chainstores. And I am sure that the reason for that is 
that he must compete with the chainstores. 

Mr. Avery. That isall. Thank you, Mr. Chairman. 
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Mr. Moore. I have just one question. I want to say I appreciate 
very much your testimony today. It has been very educational for 
me as an individual member of the committee, and I am sure the 
committee as a whole has profited. 

Would you answer me this one question ? 

As far as cling peaches are concerned, are you big business or little 
business, the association that you repr esent ? 

Mr. Bunge. Is my association big busines or little business ? 

Mr. Moore. As far as the cling peach industry is concerned. 

Mr. Bunge. I wish I could answer that. 

Mr. Brown. Would the gentleman yield? You are a selling agent 
for a lot of small independent operators. 

Mr. Bunse. We are a cooperative, made up of small growers. 

Mr. Moore. Which represents what ? 

Mr. Buns. Fifty-five percent of the growers, and 40 percent of 
the volume. 

Mr. Moore. So asa cooperative, you are big. 

Mr. Bunge. Asa unit we are large, yes. 

Mr. Roosrvett. But your membership is made up of small grow- 
ers ? 

Mr. Bunge. Yes, sir. 

Mr. Avery. Large and small? 

Mr. Bunge. Both, yes. 

Mr. Roosrvett. But you would say the majority are small, wouldn’t 
you? 

Mr. Bunse. Yes, sir. 

Mr. Brown. But actually, all you do is take on option on the crop 
and sell it? 

Mr. Bunge. Take title. 

Mr. Brown. But you are not processing it. You are not in business. 
You don’t do anything to the peaches except sell them. 

Mr. Bunge. That is right. 

Mr. Moore. But by virtue of that option, you are in a much bi 
ger bargaining position, when you take them all together, than that 
little individual trying to get rid of his own peaches. 

Mr. Bunge. That is the purpose of our organization. 

Mr. Moore. That is right. So you have in a sense an organiza- 
tion of a lot of little people that have welded themselves together in 
an association, and now represent a large factor in the cling peach 
industry. 

Mr. Buns. That is right, sir; and if the growers had not under- 
taken that, we don’t believe and they don’t believe that they would 
have received the returns that they otherwise would have. 

Mr. Moore. I don’t want to leave you with the impression I think 
that is bad. I think you are certainly entitled to do whatever is neces- 
sary to protect the members of your association. And I am not so 
sure probably otherwise they would not be in business today. 

Mr. Roosevetr. Mr. MacIntyre? 

Mr. MacIntyre. I have one or two questions, Mr. Chairman. 

You spoke about this $60-per-ton basis to the grower. That ac- 
counts for about $1.20 per case on 21% size cling peaches, is that cor- 
rect ? 

Mr. Bunge. Yes,sir. Well, this year—the average yield, case yield, 

was about 55 cases to the ton. 
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Mr. MacIntyre. But that amounts to about $1—— 

Mr. Bunge. $1.20, $1.30, yes, sir. 

Mr. MacInryre. And we have information now, on a survey we 
made within the past 2 weeks, that the average price paid by the con- 
sumer in selected stores of the big chains amounted to about 31 to 32 
cents a can. Even if we were to assume 30 cents a can, that would 
be $7.20 a case that the consumer paid for the 24 cans, is that cor- 
rect ¢ 

Mr. Bunge. Yes, sir. 

Mr. MacInryre. And in your statement on page 3, you say that 
that markup to accomplish that is about 20 percent. About $2 a case, 
is that correct ? 

Mr. Bunge. Yes. 

Mr. MacIntyre. And $2 a case markup goes to the chainstores 
for their retailing this. But the growers you represent received 
about $1.20 a case. And that was not their gross, that was'their total, 
is that correct ? 

Mr. Bunse. Well, that was their gross; yes. 

Mr. MacIntyre. That was all that they got. 

Thank you. That is all, Mr. Chairman. 

Mr. Roosrvett. Well, Mr. Bunje, I want to add my thanks on be- 
half of the committee. It has been very enlightening and helpful. 
And we certainly appreciate the time you have taken to be with us, 
and the preparation that you have given us. And would you let the 
committee staff know whether you can get permission to give us these 
figures? Otherwise, we will write for them ouselves. 

Mr. Bunge. I will get together with Mr. MacIntyre on that. 

Mr. Roosevett. The committee will stand adjourned until 2 o’clock 
this afternoon. 

(Whereupon, at 1 p.m., the subcommittee recessed to reconvene at 
2 p.m., of the same day.) 


AFTERNOON SESSION 


Mr. Roosevett. The committee will be in order, please. 

The next witness before the committee will be Dr. Sidney S. Hoos, 
of the Department of Agricultural Economics at the University of 
California. 

Dr. Hoos, would you come forward, sir? Would you please raise 
your right hand ? 

Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth, so help you God ? 

Mr. Hoos. I do. 


TESTIMONY OF DR. SIDNEY S. HOOS, DEPARTMENT OF AGRICUL- 
TURAL ECONOMICS, UNIVERSITY OF CALIFORNIA 


Mr. Roosrevetr. Dr. Hoos, won’t you sit down and make yourself 
comfortable ? 

Dr. Hoos, I want to thank you for the very full and careful prep- 
aration of your statement here which was prepared for the committee. 
I sat up a good part of last night reading and studying it, and I found 
it most informative. 
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Obviously, we won’t be able to have you give it all. So I pre- 
sume you would like to summarize it, and then if it is all right with 
you, submit to questions from the committee. 

Mr. Hoos. Yes, sir. 

Mr. Roosrverr. Would you go ahead, then, sir? 

Mr. Hoos. Mr. Chairman, and members of the committee, I have 
prepared for your information and use, and that of your staff, the 
document entitled, “The Canned Fruit and Vegetable Industries, 
Some Economic Aspects and Trends.” 

Copies of this report were submitted several days ago with the 
thought that perhaps the committee or the staff might have an op- 
portunity or desire to look at the report. 

As the chairman has said, it is not my intention to read the report. 
T will briefly comment on it in a summary way, which may serve as a 
background for questions or comments at a later stage. 

I must apologize for the report being probably. a little too long, 
but as one of my friends said, he didn’t have time to write a short 
report, and that is the position I found myself in. 

One more point I want to make clear. When I was visited by a 
member of your staff, as to participation in the hearings, and learned 
about some of the problems in which the committee was interested, 
I made it clear at that time that I have not studied and do not con- 
sider myself to be an expert in one of the phases of interest to your 
committee, and that is what some people refer to as the practices of 
California Street buyers. That is an area which I have not studied. 
I have given considerable study over the years to various aspects 
of the canned fruit and vegetable industries, particularly with respect 
to growers and canners. And I am providing you with some general 
background information on the industry at large. 

It isa complicated industry. And it may be as general background 
information that the report may be of some interest and help to the 
committee. That is my intent, sir. 

Mr. Roosevetr. Well, it certainly is, Dr. Hoos, and as I think we 
brought out this morning, any study of the practices in California 
Street won’t make much sense, unless you had laid the background, 
and the committee had the background which goes to the growers 
and the processors. 

Mr. Hoos. With thet, I will go forward with the major thoughts 
as they come to mind. 

In the first place, we should understand that there is no such thing 
as the canned fruit and vegetable industry. What we have in fact, 
are a group or congeries or a set of related industries. Each one of 
these industries has its own problems and its own peculiarities. The 
various industries are related to each other, and there is no such one 
single thing as the canned fruit and vegetable industry. 

This applies nationally, and particularly in California. 

This group of economic activiti ill talk about it at two 
levels—at the grower level and the canner level—comprises a good 
many different types of products. At the farm level, when we talk 
about a product, we talk about peaches or pears or apricots, or peanuts. 
Once we leave the farm, the word peaches doesn’t mean anything, be- 
cause in a business sense there are various types of peaches, various 
packs, various grades and sizes. So the definition of “product” varies 
from level to level in the marketing system. 
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But this group of products that we call fruits and vegetables is a 
well-established industry, or group of industries, in the State. 

Not exploiting a Californian’s tendency to brag, but just stating the 
facts, California, for various reasons, is the leading producer of 
canned fruits and vegetables in the United States. In some crops, in 
some very major crops, both fruits and vegetables, and particularly 
in deciduous fruits and some other fruits, California is the sole sup- 
plier. In other crops, California is the major supplier. 

These types of products produced by California farms are not dis- 
tributed throughout the State evenly, which means that the economic 
activities and the economic problems are not distributed throughout 
the State evenly. These products are grown in clusters in various 
parts of the State. 

For example, in the canned fruit industries, we have certain defined 
areas that are heavy in fruits for canning. In those same areas, we 
find located the groupings of the canneries. For example, in canned 
fruits we have three important areas—the San Jose area, the Stockton 
area, the Sacramento area—where canneries are grouped. And why 

canneries are in those particular areas is partly a mixture of eco- 
nomic sense and partly a mixture of history. But those three areas 
provide reasonably near sources of raw products supply; they pro- 
vide labor pools; they provide subsidiary supplies, like can facilities, 
cartons, and so forth. And particularly what is coming to be one of 
the most important problems, those areas, in a relative sense, supply 
adequate water for processing facilities and for waste disposal. 

The canneries that are located in these three major areas, with ex- 
ceptions, of course, draw upon supplies from all parts of the State. 
This can be done nowadays because of the development of our high- 
way transportation ; because in most part, and for some products in 
all part, the trucking—the transportation from farm to cannery—is 
done on a highway system with trailer trucks. 

These canneries are large and small, some owned by what we call 
independent canners, both the lar ger and the smaller, and some owned 
by what we call the national canners. We have a mixture or distri- 
bution of sizes. But one thing should be clear. When we say a 
large canner in California, we mean relatively large. But no matter 
how you measure that degree of largeness in the canning business, it 
is very small when you compare it with sizes in other types of indus- 
tries. 

A large canning company, in terms of volume of business, will not 
amount to anything compared to the steel industry, for example. So 
we must think of the word “large” in relation to the particular in- 
dustry we are talking about. And the e: inning industry does have a 
distribution of sizes, large and small, with the large national canners 
concentrating, but not necessar ily limiting, their interests to what we 

call nationally advertised highly promoted brands and labels; with 
the smaller canners and independent canners concentrating on re- 
gional labels with some advertising or no advertising, and also pack- 
ing for private labels. 

The industry, over the years, has grown fast in a relative sense. 
And the reason it has grown fast is a mixture resulting from various 
influences. 

Due to changes in living habits, due to attitudes of consumers, due 
to changes in levels of income, even due to changes in the way women 
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have their kitchens, people, consciously or unconsciously, have been 
shifting from fresh fruits and vegetables to processed fruits and 
vegetables. This in itself has generated a good many problems. But 
as measured on a per capita basis, this shift is clear. One of the 
reasons this has been happening is that canned foods not only are a 
convenience food, but in relative terms of nutrition and poundage 
per so many cents, processed foods have become relatively cheaper, 
over the years, compared with fresh fruits and vegetables. This is 
one reason, not the only reason, that there has been a shift from fresh 
fruit utilization to processed utilization—particularly canned—and 
in the vegetables—to frozen—in the fruit and vegetable industries. 

As this shift has taken place, from fresh to pr ocessed, as income has 
risen, as consumers’ attitudes, habits, and preferences have changed, 
and as the per capita consumption of canned foods has gone up, “the 
growers, as well as the canners of canned fruits, have been living in 
and at times enjoying what we call an expanding market. 

The market for canned fruits and vegetables has been able to ex- 
pand, not only because the demand was there, but particularly because 
the supplies were there. Due to a mixture of reasons—one profitwise, 
another one is cultural practices, still another one is national economic 
conditions—over the years, except for unfortunate periods as during 

vartime and with exc eptions now and then, the supply of fruits and 
vegetables available for canning has been relatively strong. There 
has been a tendency for a pressure of supply on demand. “And it is 
that pressure which has also induced the relative decrease in the prices 
for the canned fruits and vegetables, which in turn encouraged con- 
sumption. 

It is this pressure, in a relative sense—the pressure of supply on 
demand—which is one of the most important, but unfortunately one 
of the most neglected, aspects in understanding what is going on in 
the canned fruit and vegetable industries. It is the existence of this 
pressure of supply, that, in essence, helps set up some of the economic 
environment within which the industry operates. 

Some of this economic environment includes what, in California, 
we call agricultural marketing agreements and orders, and in the 
statement I have prepared for you gentlemen I have included a sepa- 
rate section on that subject. 

With your permission, and unless you object, I will not further 
comment on that section, because I underst: ind Mr. Kuhrt reported 
on that this morning. Mr. Kuhrt is a man of long experience in that 
area, and I will not comment further. If you have any particular 
questions, I would be glad to answer them. 

Mr. Roosrveut. Dr. Hoos, if I may say so, I think it was well 
covered this morning. I think your statement is perhaps a little 
more complete. And I am sure the committee, when they have time 
to read it, will find it most interesting. 

Mr. Hoos. Another point that is developed, in what I call the in- 
sittutional economic environment that grew out of this relative supply 
pressure, is the emergence and growth in recent years of what has 
originated in California, and what we call cooperative bargaining 
associations. And I comment on that subject in the document; but 
with your permission, sir, I will not comment further unless you wish, 
because I understand that Mr. Bunje this morning reported on that 
subject, although you may perhaps have additional questions. 
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Mr. Roosrvetr. I would like to ask you one question on that. Mr. 
Bunje, this morning, said that in his opinion the integration of the 
cooperative organization is as far as a backward integration into the 
crowing field, from the point of view of the canners, had remained 
more or less steady. And I gathered from your comments in your 
report that you felt that integration both from the canners backwards 
and the growers forward, were each making some progress. 

Mr. Hoos. Sir, they are each going on. Whether they are making 
progress or not, I don’t know. 

Mr. Roosevetr. But they are actually growing, in your opinion? 

Mr. Hoos. There is some evidence that forward integration has 
occurred and is occurring ; yes. 

I also interpret the events as indicating that there are some de- 
velopments which can be interpreted as backward integration, in the 
sense that cannery firms, in effect, are making arrangements with 
growers so that the results, or the economic effects that come about, 
are the same as if formal vertical integration were going on. 

So I would say that there is an evident tendency—that is, when 
canners, for very good reasons in their mind, make special arrange- 
ments with growers with respect to tonnage, deliveries, and so forth 
which in essence has some of the economic aspects of backward integra- 
tion, whether you call it that or not. So I would say that vertical in- 
tegration is, indirectly, working in both directions. 

In this country we are living in what we call an era of space, an era 
of science, when wonderful things are happening. But people tend to 
forget that the fruit and vegetable industry—although we think it is 
important in California of course—is from the national picture prob- 
ably not as important as automobiles or steel. But people do not 
realize that in this small industry, in a national sense, technology is 
playing a very important role, and that both at the farm level and at 
the cannery level, technological developments in a real sense are 
having effects. Growers are obtaining yields per bearing acre today 
that would be impossible without the scientific development of new 
types of sprays, antibiotics, fertilizers, and so forth. At the same 
time, at the cannery level, new methods of operation are actually in 
effect, which not only introduce cost reducing influences, but also in- 
troduce product improving innovations, which also introduce what we 
call greater packouts from the same ton of fruit—canneries can get 
more cases per ton, because of different types of technology. 

In return, this reinforces the augmented supply pressure that I 
pointed to earlier—the technology we must have. But it brings 
problems with it, at least in the short run; although in the long run 
it has its benefits, in the short run there is an augmentation of the 
supply pressure on whatever the market demands. 

Now, with the supply pressure on the growing side and with tech- 
nology, both canners and growers are faced with a changing market 
situation. A lot of people don’t realize that the fruit and vegetable 
industry has become—I hate to use the word, but it is suggestive— 
a dynamic industry. Canned fruits and vegetables are no longer 
what you would call a staple item. Canned fruits and vegetables in- 
clude a good many specialty products, but even in the so-called regu- 
lar packs, innovations are taking place; and in the merchandising 
and in the marketing through the efforts of a good many canners on 
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their own, and with encouragement from grower groups, the indus- 
try is urged and spurred to “seek out new markets, to develop new 
products. 

You are all familiar, from your own families, with a very im- 
portant new item, baby foods, which has grown within the last couple 
of decades into ‘something that is important. It is important to 
California farmers, because it uses a lot of fruit, as well as raising 
more strong babies. 

Now, we are approaching the day, with a changing age distribu- 
tion, of a new type of market. One of these days some of the can- 
ners are going to—I almost said wake up—are going to start to de- 
velop a specialized market for older people, for senior citizens. And 
that, again, when we get the right product, under the right condi- 
tions, is going to open up a new market which will probably take 
increased supplies. 

In addition to these changing markets and new products, canners 
and growers, of course, have to face up to the fact that our distribu- 
tion channels, the type of thing your committee is interested in, has 
been undergoing change—with a tendency toward large-scale buy- 
ing, with a ‘tendency toward fewness in numbers of wholesalers s, and 
with a tendency for canners to try to maintain their profit position 
by expanding their product lines. All of these things are causing 
fermentation in the fruit and vegetable industries, and the canners 
who are aggressive, the canners who are forward looking, the can- 
ners who are on their toes, as you say, are trying to seek out these 
particular types of avenues in order to maintain their relative posi- 
tion in the business, and in order to make what seem to them satis- 
factory profits. 

This type of thing is of relatively recent origin in the fruit and 
vegetable canning industry. The fruit and vegetable canning indus- 
try, in a product-innovating sense, in a market-innovating sense, in a 
merchandising sense, with some exceptions, but in general, was a rather 
stagnant industry until a decade or two ago. And it is only within the 
last decade or so that the fruit and vegetable industry, partly in re- 
sponse to the leadership of some canners, partly in response to the 
encouragement from various grower groups, has taken on a flavor of 
progressiveness and aggressiveness. And this flavor of progressive- 
ness and aggressiveness, of course, may turn out, to be the savior of the 
industry. As we see now, the trends in consumption will tend to grow, 
probably a little faster in canning than in fresh. But there will not 
be, as I see it, an accelerated growth in per capita consumption. 

We will pick up more market from more population. But the con- 
sumption will grow steadily and persistently, oy not strongly in the 
sense that it has in some recent years. 

On the other hand, from the data available now, for a good many 
important crops the supply pressure of fruit for canning is likely to be 
relatively heavy during the next half dozen years, unless something 
drastic happens and we don’t know what the situation would be then. 
But, as we see it now, during the next half dozen years, the supply 
pressure of fruit available for canning will be relatively strong, even 
stronger than in the immediate past, on the demand. And this will 
force growers and canners who want to stay in business, to seek out new 
markets, to try to increase demand, to introduce cost reductions, to try 
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to operate on a livable basis. And I must apologize for repeating, but 
it is this persistent pressure of supply on demand, which is one of the 
basic underlying currents going on in the industry. If there were not 
this persistent pressure of supply on demand, if there were a situation 
of scarcity, the need to seek out markets, the need to maintain position, 
wouldn’t be nearly as strong. ea 

I have already gone a little longer than I had intended, Mr. Chair- 
man. I just want to make one more comment, 

I have summarized, for the information of the committee, in the next 
to the last section of the report various studies that have been made for 
the Senate committees over the years, for the SEC and FTC; also I 
cite, with permission of Dun & Bradstreet, measures as to the financial 
status of canning companies. Of course, | am not referring to any par- 
ticular company. That is not my business. But I am citing suggestive 
and fairly representative industrywide experience as to the profit and 
earning positions, financial positions, of the canning companies in the 
fruit and vegetable industry. And as you review those data, you will 
see that there is good reason for the common comment or observation 
that the fruit and vegetable canning business is a speculative business, 
it is a risky business, it is a business loaded with uncertainty. And 
these data document that type of situation. 

Sir, with that as a brief and certainly inadequate summary, I should 
like to stop. 

Mr. MacIntyre. Mr. Chairman, I move that the witness’ full state- 
ment be spread on the transcript at this point, as if he had read it in its 
entirety. 

Mr. Moore. Second the motion. 

Mr. Roosrvetr. Without objection, the motion having been seconded 
will be carried, and the full preparation submitted by Dr. Hoos will 
be included in the record at this point. 

Mr. Avery. Does that include the various tables? 

Mr. MacIntyre. Yes, sir. 

Mr. Roosevett. I think the tables are not too long. I think they 
can be reproduced. 

(The statement referred to follows :) 


THe CANNED FRUIT AND VEGETABLE INDUSTRIES—SOME Economic ASPECTS AND 
TRENDS 


Sidney Hoos 
INTRODUCTION 


This statement, prepared and submitted at the request of the Select Committee 
on Small Business (Subcommittee No. 5 on Food Distribution Problems), is 
intended to provide general background and information on the fruit and vege- 
table canning industry in California. Although at various points the canning 
industry in general is touched upon, the relatively major attention is given to the 
fruit and vegetable canning industry. Hence, canned product groups such as 
fish, dairy, preserves, meats, and the like are not given particular emphasis. 
Also, processed product groups such as dried fruits and frozen fruits and vege- 
tables are not considered in detail if at all. The primary, if not sole, attention is 
oriented to canned fruits and vegetables, with particular reference to California. 

The statement includes some general economic information on canned fruits 
and vegetables. But it need be emphasized that the statement includes no direct 
or specific information on buying practices of those firms which purchase from 
fruit and vegetable canners. The writer of the statement has not worked in that 
area and has no relevant economic information to present. His studies and 
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experience relate to the fruit and vegetable canning industries from the view of 
growers of canning crops and the canners, respectively. This was emphasized 
by the writer when he was requested to prepare and submit materials on the 
canned fruit and vegetable industries; and he was told that what was desired 
from him was general background information on the industries rather than 
comments on the buying practices of firms purchasing from the canners. It is 
with such an understanding that the materials were prepared and are being 
submitted. 

The specific purpose of the statement is to present a suggestive, but certainly 
not complete, picture of various parts of the canned fruit and vegetable indus- 
tries. Some of such materials are from generally available sources, although 
some of the materials are not widely disseminated but rather reflect various 
types of studies made and information gathered over the years by the writer in 
the course of his economic investigations and analyses of particular segments of 
the fruit and vegetable canning industries. 

After a brief sketch of the development of the industries, materials on general 
economic characteristics are presented. The trends in packs for some major 
canned fruits and vegetables are summarized to reflect their output trends in 
recent periods. There, the relative positions in the packs of those items are 
noted. Comments on grower marketing activities are made, including the 
activities under what is referred to as couperative bargaining associations ; some 
comments are also included on canner trade associations and availability of trade 
and market information. In view of the growing interest in marketing order 
and agreement programs, of which some apply to canning fruits and vegetables, 
a section on this topic is included. The operating and financial performance of 
fruit and vegetable canners are reflected by reference to available measures of 
various types. All of these materials were indicated by its staff representative 
to be of interest to the subcommittee as general background information. 
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INDUSTRY GROWTH AND DEVELOPMENT 


Background.—The canning industry in California comprises an old and long 
established group of activities when measured in terms of the State’s history. 
Last year the California canning industry celebrated the close of its first cen- 
tennial. During the past 100 years, the industry has passed through “bad as 
well as good times.” Over the century as a whole, however, the industry has 
developed in very substantial proportions. 

From insignificant beginnings in 1858, California food processing has become 
the State’s leading peacetime (or nonmilitary defense) industry, with fruit 
and vegetable canning being the largest segment. The first canneries were 
established to meet home needs, but shipments were soon made to other States 
and later overseas. Available canning crops adequate in supply permitted 
growth so that by the beginning of World War I California was the leading 
State in food canning. This position has since been maintained. 

Between World Wars I and II, California fruits and vegetables for canning 
followed an upward trend, reflecting the expanding consumption. Canned 
packs grew in volume and variety. The trend has continued so that now the 
canning industry of the State packs as many as 100 types of canned food with 
a total near to 220 million cases. Fruits and vegetables are the major cate- 
gory, although included are fish, citrus juices, dairy, and various items such 
as soups. In terms of all items combined, the State’s canned pack approxi- 
mates one-third of the total food canning output of the country. 

For some canned items, California is virtually the sole supplier, and for 
many others the State is an important source. Practically all of the canned 
apricots, figs, fruit cocktail, and cling peaches produced in the country are 
packed in the State; leading or important proportions of the canned sweet 
cherry, pear, asparagus, and spinich packs originate here; and as much as 
two-thirds of canned tomatoes and tomato products are packed in California. 

To produce the farm products canned by California canners, intensive and 
modern cultivation practices have been adopted by farmers. As much as 700 
square miles of land is under cultivation for the fruit and vegetable crops; as 
many as 110,000 farmers and farmworkers and 100,000 cannery workers (at sea- 
sonal high) are engaged in the farm output. This creation of employment and 
income for the State also generates activities in allied industries which also 
create additional income and employment. Examples include the use in recent 
years of 600,000 tons of tinplate in steel mills, 5 billion tin cans in can manu- 
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facturing plants as well as 1,200 million jars in glass factories. It has been 
estimated that 1 million miles of can labels are used to label the State’s canned 
food output in a recent year. Those finished canned items are packed for ship- 
ment in fiber shipping containers made annually in the amount of 200 million. 
The cannery shipments equivalent to 100,000 freight cars are made by rail and 
truck to near and distant domestic markets and by water to overseas markets. 

But such measures of the size and complexity of the California canning in- 
dustry, impressive as they may be, do not reflect the myriad of difficult prob- 
lems faced by growers and canners. Faced with the vagaries of weather, ever- 
changing technology, choice of crops and varieties, and the continuous pressure 
of mounting costs, growers are influenced to seek out profitable outlets for their 
canning crops. The citation of numbers of acres cultivated, tons produced, and 
yield per acre (all of which data are available) masks the fact that growers of 
fruits and vegetables for canning, although in an industry which has enjoyed 
growth and expansion, find themselves in a highly competitive activity which 
may be characterized as loaded with uncertainty as to net dollar income of the 
season’s operations. 

Canners also face instability from one seasonal pack to another. Fluctuations 
in the annual volume available for canning, the upward trend in operating costs 
and the pressure to adopt cost-reducing and product-improving methods of op- 
eration, the urge to introduce modified and innovative products, the uncertainty 
as to level of unsold inventories to be on hand at the end of the year, the com- 
petition among canners for market outlets, and the uncertainty as to profit- 
making positions at the end of the year’s operations lend support to the belief 
that fruit and vegetable canning is a risky business. It is a business that is 
viewed as speculative by some observers, in light of the annual fluctuations in net 
income as well as the relatively low rate of return compared with various other 
lines of manufacturing. 

Data on the tindustries—The annual packs of some major California fruits 
and vegetables are shown in table 1. There may be seen how the respective 
volumes canned fluctuate from year to year. In canned cling peaches alone, the 
pack decreased almost 3 million cases from 1956 to 1957 and this year (1959) in- 
creased almost 4 million cases from the previous year. In canned apricots, al- 
though at a lower level, the annual packs fluctuate even more in relative terms. 
These are examples of the uncertainty which exists in pack volumes. 


TABLE 1.—Some major California canned fruits and vegetables, annual packs 



































Cannad fruits Canned vegetables 
| | 
Year | Free- | Fruit |Whole|Catsup 
| Cling |Pears') stone | cock- |Apri-|toma-| and |Tomato|Tomato/Tomato|Aspar-| Spin- 
}peaches peaches!) tail | cots | toes | chili | paste | sauce | juice | agus ach 
| | } Sauce 
| | | | 
| 1,000 cases, 24 No. 244 basis 1,000 cases, 24 No. 2 basis 
paeied ~] - iain ati | TP ee ply at | ee ee ane ee 
1950....--| 14,417 | 6,048 | 1,743 | 6,810 |3,661 | 4,717 | 4,574 | 3,465 | 5,556 6,585 | 2,673 | 3,001 
1951_..._.| 19,145 | 6,215 3, 106 8,999 |4, 538 110, 067 | 9,024 | 10,322 | 8,642 | 12, 591 2, 614 3, 919 
1952_... 14, 964 | 6,003 3, 432 | 7,489 |3,905 [11,781 | 7,650 8, 226 8,446 | 12,477 | 2,331 3, 018 
ekscd« 17, 163 | 5, 185 3, 150 | 8, 056 \4, 718 | 8,138 | 6,176 6, 389 5,012 | 11,590 | 2,119 2, 559 
1954...._.| 13,818 | 7,475 3, 698 | 9,074 |2,678 | 8, 279 6,480 | 5,331 7,594 9, 751 2. 712 2, 541 
1955..._..| 17,923 | 7,849 3, 989 | 9, 809 [5,781 |10,703 | 9, 963 8, 308 9,160 | 12,496 | 3,708 3, 437 
1956..._..| 21,322 | 8, 437 5, 668 |11, 033 \4, 118 {13,111 |12,624 | 11,879 | 10,489 | 17,795 | 2, 885 3, 427 
1957_...__| 18, 484 | 8, bea 4, 374 |10, 638 14, 004 |10,938 | 9,730 8, 158 7,000 | 15,129 | 3,165 3, 611 
1958_.....| 17, 545 7,2 5,719 |10, 734 i 718 |15,077 |11,187 | 10,624 | 11,441 | 15,244 | 3,659 | 2,104 
-| 6, 318 iI, 982 14, S85 iakieke Baacindle cabaastensien seca 3,188 | 23,357 
| | 


1959_.._- | 21, 452 re 
' | | | 


1 For pears and freestone peaches, the packs include the Pacific Northwest as well as California; from an 
economic and marketing view in these items, the Pacific coast is the meaningful -egional area. 
2 Includes spring spinach pack only. 


Source: Based on reports issued by Cling Peach Advisory Board, Canners League of California, and 
and Northwest Canners & Freezers Association. 


The type of pack data referred to are only one element of a variety of sta- 
tistics available to the fruit and vegetable canning industry. The Canners 
League of California issues periodic reports on packs, shipments, and stocks for 
a wide range of canned products, as does the Northwest Canners & Freezers 
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Association and the National Canners Association. The Cling Peach Advisory 
Board compiles and issues data on cling peaches and fruit cocktail. These 
agencies collect primary statistics for use by the industry. In addition, second- 
ary data are reported in trade journals such as the California Fruit News, the 
Canner/Packer, and the Western Fruit Grower among a number of others, 
Reports issued by the U.S. Departments of Agriculture and Commerce also 
include statistics on the industry. These data compiling and reporting sources 
provide the necessary statistics and information for canners, growers, and dis- 
tributors to have guideposts as to current developments. 

It would be difficult to visualize how the industry would operate meaning- 
fully nowadays without the reliable and comprehensive statistical information 
available to it. Yet, it may not be appreciated that these data reporting sys- 
tems did not spring forth full bloom; but rather that they have resulted from 
many years of development and persistent efforts on the voluntary part of 
industry participants, particularly the canners themselves. Although the trade 
associations compile and issue statistics in the primary instance for use by can- 
ners, the data become available also for general use. Data issued in trade 
journals and Government reports, of course, have general availability. 

Aside from particular situations as in the operations of the marketing order 
advisory boards in which growers participate, growers have not played a lead- 
ing role in the development of industry data reporting and issuing. Grower 
associations have been established in some crops, but such groups have dif- 
ferent objectives as reflected by fruit and vegetable growers’ cooperative bar- 
gaining associations. 

Cooperative bargaining association—Although not a new development, in 
recent years there has been an upsurge of interest in cooperative bargaining 
associations. Their major objective is the sale of their member farm output 
to canners. Examples in California include the California Canning Peach As- 
sociation, the California Canning Pear Association, and the California Free- 
stone Peach Association, as well as the recently organized Independent Olive 
Growers and the California Processing Apple Growers. Examples in the North- 
west include the Washington-Oregon Canning Pear Association and the Wash- 
ington Freestone Peach Association. Similar groups exist in some other States. 

Established under agricultural cooperative legislation, such cooperative bar- 
gaining associations are oriented to particular canning crops. Details differ 
among the various associations, but certain important similarities prevail. 
First should be noted, however, that all of the growers of a particular crop in 
the State do not belong to the association; those that do not sell their output 
individually to canners. An association member joins others in the association 
in turning over the sale of their crop by the association management to canners. 
The association management bergains on price and other terms of trade with 
cannery customers. The bargaining is between the association and those canners 
with whom it has term contracts which specify various provisions, although 
the price determination is on a yearly harvest basis. 

A cooperative bargaining association need not, and generally does not, have 
contracts with and sell to all of the canners packing the particular crop in the 
State or region. The relative bargaining position and price-leadership effective- 
ness differs among the various cooperative bargaining associations. Some grow- 
ers in some crops do not avail themselves of such an avenue in the sale of their 
crop, while other growers of the same crop view their cooperative bargaining 
association as a valid and meaningful way to protect their interests. The extent 
of such differing attitudes among growers of canning fruits and vegetables prices 
varies from association to association and from crop to crop. 

Yet, it is reasonably clear that the emergence and growth cooperative bar- 
gaining associations in processing fruits and vegetables are a reflection of the 
organizational and market structure in the canned fruit and vegetable industry 
as well as the growing of fruits and vegetables for canning Cooperative bar- 
gaining associations have been touched upon since they are significant in the 
marketing of some crops for canning. Another significant development is the 
use of marketing order programs. In view of the importance of such programs 
for some crops, in the next section we sketch economic and organizational char- 
acteristics of the California marketing order programs. After that sort of 
digression, we shall return to the main theme and comment in more detail on 
various economic characteristics of the canned fruit and vegetable industries. 
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ARGICULTURAL MARKETING ORDERS AND AGREEMENTS 


Agricultural marketing programs, of the agreement and/or order type, may be 
operated under Federal legislation or under the authority of enabling legislation 
in some States. What farm products may be included and what may be done 
through such programs varies according to the State considered. Under Federal 
legislation only certain products may have marketing orders, while agreements 
are permissive for any agricultural product. A marketing agreement is a vol- 
untary agreement between the Government and individuals; it is binding only 
on those who sign it. In contrast, a marketng order—once it is adopted under 
law—is binding on all who produce for market and/or handle the product 
specified. 

Both orders and agreements grew out of the problems faced by agriculture 
during the depression of the 1930's. Even before that time, certain cooperative 
marketing associations had attempted to organize on an industrywide basis to 
meet problems of “surpluses,” quality standards, and unfair trade practices. To 
strengthen these voluntary programs, legislation was passed providing for 
marketing agreements with voluntary participation. But it soon became evi- 
dent that signers of the agreements ended up “holding the umbrella” for non- 
signers. Hence, new legislation was passed providing for the adoption of market- 
ing orders, with their industrywide application. 

Although marketing orders were at first looked upon as temporary devices to 
boost prices and incomes during the depression, they are now regarded as aids 
in dealing with marketing problems through “good” as well as “bad” times. 

Because of the long experience in California marketing order programs, they 
are here used as a base for discussion and explanation. But the essential fea- 
tures noted are suggestive of programs in other States or under Federal legisla- 
tion. <A difference is that most States having enabling legislation, and Federal 
programs also, do not provide for as wide a range of provisions as do California 
marketing programs. 

The main purpose of agricultural marketing order and agreement programs is 
to increase producers’ net returns. To achieve this objective they may use, 
under California legislation, some or all of certain provisions specified in the 
program authorization—regulation of volume, quality, size, grade, pack, or con- 
tainers; advertising and sales promotion; research; and prohibition of unfair 
trade practices. 

An order for a given product may have most of these provisions, as does the 
California program for canning and freezing cling peaches; or an order may con- 
tain only one or a few provisions, as does that for California raisins. A given 
product may have more than one program, as with turkeys. Different market 
outlets for a product are sometimes covered by separate orders, as with fresh 
market and processing asparagus. Table 2 lists the California marketing pro- 
grams in effect in 1959. There may be noted that canning fruits and vegetables 
having such programs are substantially outnumbered by other agricultural 
products. 


Program provisions 


Volume control.—The provisions for controlling the flow of shipments to market 
has attracted wide attention. Under certain conditions, limiting the total ship- 
ments to market during the season may increase farm price and income, at least 
in the short run. An important condition concerns the proportion of total flow 
to market covered by the marketing order. For such a program to raise prices 
effectively, the marketing order should cover all or a sufficient amount of the 
product being harvested and marketed during the control period. The Cali- 
fornia marketing order for cling peaches fulfills this condition since California 
produces practically all of the Nation’s supply of cling peaches. In contrast, a 
California marketing order that provided for volume regulation of a commodity 
produced throughout the country as, for example, eggs would have little chance 
of raising California producers’ prices, even in the short run. Out-of-State pro- 
ducers would probably respond to such attempts at price raising by shipping more 
eggs into California. In general, the smaller the proportion of a commodity 
covered by an order, the less effective the program will be in raising prices. 

But even if the marketing order covers enough of the total marketings so 
that prices can be increased by limiting total volume shipped, this may not mean 
that producers’ total returns are increased. Whether they are or not depends 
on the nature of the total seasonal demand for the product. If consumers re- 
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spond to the increase in prices by buying much less of the product (buying com- 
peting products or doing without), the total returns may be no greater—may even 
be less. The situation is different if consumers are not too sensitive to price 
changes in that product; if they buy almost as much at a higher price, or at 
any rate if the decrease in their purchases is proportionally less than the 
increase in price, then producers’ total returns may be increased by a raise in 
prices, at least in the short run. 

There are still other limitations to volume control as a means of raising pro- 
ducers’ returns. Marketing orders do not provide for control of production. 
Hence, continued restriction of volume marketed, if it does result in higher 
returns to producers, may lead—over time—to an expansion in total produc- 
tion. In the long run, this in turn is apt to defeat the effort to raise producers’ 
total returns. Thus, if the surplus problem an industry faces is temporary or 
seasonal, a marketing order may help. But marketing orders are not likely to 
solve chronic surplus problems; in fact, they may prolong them by retarding 
needed production adjustments in the industry. 

Marketing orders are sometimes used to lessen the swings in shipments and 
prices within the marketing season, without limiting the total amount marketed. 
Such regulation is based on the assumption that the season average price is 
higher when shipments are stabilized. 

Whether this will be the case depends, among other things, on the nature of 
the weekly or daily demand for the product. To increase producers’ returns 
by this method, within-season shipments should be regulated to conform more 
nearly than they otherwise would to whatever pattern of shipments and prices 
will give the highest total returns. Such patterns may not mean more uniform 
rates of daily or weekly shipments than would occur without regulation. Thus— 
while there is not now a volume control provision for turkeys—the use of a 
marketing order to secure completely uniform weekly shipments of turkeys 
throughout the year (an extreme example, only for illustration) need not result 
in the highest total returns because of the high seasonal demand for this com- 
modity. The problem here would be to achieve a weekly shipment pattern geared 
to changes in the nature of the weekly demand for turkeys. Here, again, con- 
trol of a sufficient amount of the product marketed would be needed for such a 
program to raise grower returns for the season as a whole. 

Quality control—This provision includes regulation of grade, size, maturity, 
and similar characteristics as well as the provision for inspection to enforce the 
regulations. Such regulations are generally thought of as physical or non- 
economic. But actually they are carried on for economic reasons and have 
economic effects. 

Aside from questions of health and sanitation, such regulations may involve 
segregating a product by grade, size, maturity, and so on. Each class generally 
brings a different price to growers. 

Ideally, each grade, size, or other characteristic should reflect real differences 
in consumer preference in the marketplace. If they do not, the differences in 
the returns to growers are economically unjustified. Such a situation may 
come about if, say, five grades are established in a product in which consumers 
distinguish only three. 

But if the grading or sizing reflects real consumer preferences, quality con- 
trol has a valid role in marketing. Properly used, it may stimulate demand 
by increasing consumers’ satisfaction with and confidence in the product. 

Very difficult problems are raised, however, if quality control is used as a 
means of achieving volume control. Restriction of sales to a certain minimum 
size or grade may relieve a surplus problem in the short run. But if, again, 
consumers’ preferences are not accurately reflected by the standards used, they 
result in economically unjustified differences in returns to producers and 
handlers. 

Provisions for quality control have been used more widely than volume con- 
trol provisions. 

Promotion.—This provision which includes advertising, trade, consumer edu- 
cation, and point-of-sales displays is the most frequently used provision in Cali- 
fornia marketing orders. The range of promotion expenditures has varied 
widely—from $300 for early apples to $2 million annually for wine. The intent 
of advertising and other promotional measures in marketing programs is to 
supplement private advertising rather than to replace it. 
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The objective of promotional programs is to increase the demand for the 
product concerned. If they are effective, then each participant gains from the 
program in proportion to the volume he markets. i 

But it is very difficult to evaluate the effectiveness of promotional programs. 
And there are other complications. Marketing order promotional programs 
create nonprice competition among products. If fresh peaches and pears, for 
example, are readily substituted for each other by consumers, an advertising 
campaign for one is likely to bring forth an advertising campaign for the other. 
Since dietary habits are seldom changed rapidly, the total consumption of 
groups of closely competing products is relatively fixed over a given period of 
time. Hence, industries may find themselves having to advertise merely to 
retain their share of the market. 

Many growers and handlers believe that their marketing problems can be 
solved by advertising and trade promotion. But if the basic problem in an 
industry is overproduction, or cost, or price competition with related products, 
sales promotion programs by themselves do not offer a complete solution. 

Even where advertising and other promotion activities are appropriate, there 
is need for careful consideration of how much to spend and how and where to 
spend it. (It must be kept in mind that the costs of these programs are borne 
directly by those in the industry.) The matter of whether to advertise and 
how to assure effective expenditure of advertising and promotional funds, dif- 
ficult though it may be to determine, needs to be given careful consideration. 

Research.—Almost as many California marketing orders carry provisions for 
research as for promotion, but research activities accounted for only a minor 
percentage of the total funds expended. This is largely because much of the 
needed research is done at the State university. 

The two general types of research activities that are carried on under the 
market programs may be called technological and economic. Technological 
research projects include, for example, investigations to improve crop varie- 
ties, mechanical equipment, and methods of disease and insect control, or to 
find processing methods to develop new uses. Benefits may come from a reduc- 
tion in the cost of producing established products or from increased returns 
resulting from “new” products. 

Economic research projects range from the development of data-reporting 
systems to statistical analyses of the operation and effects of marketing pro- 
grams. Under some marketing orders, arrangements have been made for gather- 
ing information on retail inventories, purchases, sales, and prices—a type of 
data not generally available from Federal or State agencies. Preharvest sam- 
pling forecasts of prospective supplies for marketing have been financed under 
the orders for cling peaches, Bartlett pears, and lemon products. 

Unfair trade practices.—This provision, currently authorized in three Cali- 
fornia marketing orders, is designed to correct or prevent unfair practices in 
the processing, distribution, or handling of agricultural products. The defini- 
tion of unfair practices and the means of dealing with them vary by commodity. 
For example, the marketing order for extracted honey provides for price posting 
by handlers. The cling peach program defines contracting for offgrade cling 
peaches as an unfair practice. The provision may also be used to prevent decep- 
tive practices in the marketing of a product, making false claims or misleading 
representations, improper sampling, and grading. The objective in using the 
provision is to prevent individuals from gaining an unfair competitive advan- 
tage with respect to other individuals in the industry. 

Generalizations on provisions.—There are not any fixed rules for formulating 
and operating marketing programs. Each one must be thought through in the 
light of the particular situation and problems of the industry concerned. 

In deciding upon the provisions of a marketing order, the probable effects on 
net returns over a period of several years should be considered ; too often mar- 
keting programs are judged by their effect on 1 year’s price. In operating 
any marketing program, attention must also be given to competitive effects on 
other products and to market entry possibilities from other areas. 

Marketing orders by themselves are only devices and tools. They do not auto- 
matically bring solutions to marketing problems. As with other tools, the effec- 
tiveness of marketing orders depends upon the skill and judgment of the operators 
and on the nature of the problems involved. 

With a quarter of a century’s experience behind them, California farmers and 
handlers are in a position to view agricultural marketing orders in proper bal- 
ance and with realization of their limitations as well as their potentials. 
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Some leading questions on marketing agreements and orders 


What are they?—Economic institutional devices, formulated so as to include 
specific provisions which affect the supply, demand, and/or price of a specified 
commodity, with the specific provisions included depending on whether the pro- 
gram is authorized by Federal or State enabling legislation and under which 
particular State legislation the program is operating. 

What are their objectives?—To improve farmer returns through the use of 
program provisions which affect the supply and/or demand or price of the com- 
modity whose marketing is regulated by the program. 

How do they operate?—Based on legislatively specified criteria of an industry 
majority, industry representatives presumed to be closely familiar with the in- 
dustry problems consider permissive remedial actions and recommend them to 
final decisionmaking authority specified in the legislation. 

What are their results?—The results of marketing agreement and order pro- 
grams are too often judged in terms of their effect on one year’s price rather 
than in terms of net returns over a period of years. Marketing agreements and 
orders by themselves are only devices and tools; they do not automatically bring 
solutions to marketing problems. As with other tools, the effectiveness and 
results of such marketing programs depend on the skill and judgment of the 
operators and the nature of the problems involved. Continuous interseason vol- 
ume control may aggravate rather than ease the problem for which the program 
was introduced to solve; such programs are not an effective substitute for basically 
necessary production adjustments. Within season volume control can alleviate 
short-run imbalances in supplies for the benefit of producers and without adversely 
affecting consumers. Demand-affecting provisions of marketing agreements 
and orders provide a means for the industry as a group to sponsor activities 
(such as advertising and sales promotion) of potential benefit to the industry at 
large. The results of such activities need not differ from the results of similar 
activities carried on by individuals or private groups. 








Some details about California programs 


In 1959, 32 State and 16 Federal marketing orders and agreements were in 
effect for California products. The total farm value of all crops having active 
State marketing programs in 1958 approximated $400 million—about 41 percent 
of the State’s total cash receipts from marketing of fruit, truck, and potato crops. 

Any agricultural product is eligible for a California marketing order, but 
only a specified list of products is eligible for a Federal order. Federal orders 
provide for volume control, regulation of quality and containers, inspection, 
certain types of research, and prohibition of unfair trade practices. California 
orders may contain these provisions and also provide for product promotion 
and advertising, as well as more comprehensive research. 

The comments in this statement are directed primarily to California market- 
ing orders. But much of what is said applies also to Federal marketing orders 
since the economic effects of the various provisions are much the same under 
Federal and State orders. 

To indicate in more detail how marketing orders are set up and administered 
under California legislation, the following procedural outline is presented. 

How they are set up.—The procedure for establishing a California marketing 
order is— 

Industry representatives discuss the need for an order with officials of 
the State department of agriculture. 

A proposed order is drafted. 

An announced public hearing is held at which proponents and opponents 
can present their views. 

The director of agriculture reviews the evidence and considers testimony 
by the staff of the department, individuals from the industry, and others. 
On this basis, he determines whether there is need for an order and whether 
the proposed order meets the standards defined by legislation. If neces- 
sary, the proposed order may be revised (by the director in consultation 
with the industry). 

If the director gives tentative approval, the proposed order, as revised, 
is mailed to all eligible to vote on it. 

If. the order is approved by the required number of growers and handlers 
(see the next two paragraphs), it goes to the director of agriculture for final 
issuance. He fixes the date when it is to become effective. 
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California legislation provides that a marketing order regulating producers 
cannot become effective unless written assent is given by at least 65 percent of 
the producers representing 51 percent of the volume, or by at least 51 percent 
of the producers representing 65 percent of the volume. 

Most California marketing orders apply jointly to producers and handlers 
of the commodity affected. In such cases a marketing order cannot become 
effective unless, in addition to the producers’ approval as indicated above, 
written assent is given by at least 65 percent of the handlers by number or 
volume. An exception applies to the processors of canned and dried fruit for 
which the requirement is 65 percent by number and by volume. Orders affect- 
ing only handlers require assent from the same proportion of handlers as for 
joint orders. 

How are they administered?—To assist him in carrying out the terms of a 
marketing order, the director of agriculture appoints an advisory board from 
a list of nominations made by the industry from its own ranks. 

If the program directly regulates both producers and handlers, each group 
must be represented on the board. If only producers or handlers are regulated, 
then board membership is made up of representatives from only that particular 
group. 

It is the responsibility of the board to initiate specific proposals for regulations 
to carry out the program and to submit these proposals to the director of 
agriculture as recommendations made on behalf of the industry. 

Most boards employ a manager and staff to administer the program on their 
behalf. The manager is usually given authority to deal with administrative 
problems, subject to the control of the board and the approval of the director. 

The director of agriculture has responsibility for the operating and enforce- 
ment of marketing order provisions. Where necessary, however, State or local 
law enforcement agencies and legal divisions are available to render service; 
violations are referred to the attorney general’s office for prosecution. 

Grading or inspection provisions accompany regulations providing for mini- 
mum quality standards, In some programs, inspection is required for each lot 
of the commodity marketed. In other programs, inspection is not compulsory, 
but all marketings are subject to inspection to determine compliance with ap- 
plicable regulations. Inspection services are usually provided through contract, 
either with county agricultural commissioners, or the Bureau of Shipping Point 
Inspection of the Department of Agriculture. In some cases, the advisory boards 
employ inspectors to perform all or part of this service. 

How they are financed.—Through assessments on producers and handlers, the 
eosts of California marketing programs are borne directly by the industries 
themselves. For this reason, as well as the way they operate, the measures are 
often called self-help programs. 

In 1957 assessments for all programs totaled $8,474,000—of which about 58 
percent was spent for market promotion; 29 percent for administration, inspec- 
tion, and enforcement; and 3 percent for market research. These percentages 
yary widely from one program to another. 

How long do they operate?—Some orders are issued with a specific date of 
termination, at which the order may be discontinued; or, after hearing and 
the required assent from the industry affected, the director of agriculture may 
extend the order. Other orders operate continuously. 

In either case amendments to an existing order may be approved by the 
director after the necessary administrative requirements for amendment have 
been fulfilled. Several of the present California orders have undergone a series 


of amendments to keep the order geared to the changing needs of the industries 
concerned. 











686 SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 


Taste 2.—Provisions of California agricultural marketing programs operating in 
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regula- | tainer | and/or | sales |market-| regula-| sub- prac- fund 
| tion | regula- certifi- |promo-| ing re- tion | stand- | tices 
tion | cation tion | search ard 
and pool 
surveys 
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California Marketing Act of 
1937 (as amended): » ‘ Ss | | 
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Cantaloupes. ----------- Xx xX X x xX hi Si Weenies HudaatesboesincnSs 
Green corn ?__...------ xX x Sls Aoaivekss a pe eats ioe 5, GL. hainatendive aon encanto baveacaieie 
Dried figs and dried fig | | 
PANNE). a3 ese et Fae) ee x x wo DRAG x x . 
NEE 5 cee cesonceh ae x x xX es 9d thareanenreces leaueiitons Span sewebaaeiawct= 
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Dry-pack lettuce. ------ X ses xX x fe “Roce we cad tha aacaetreereets 
Winter head lettuce _ - -- xX x x as ako TO x me RSS ae i iaies Sei 
Standard lima beans. - -- iain (pl soecdadhtaint x x xX ie. pevianehubiticcandpenmag’ 
Olallie berries... ------- Aes eS once cao eet x RS sd akin wae intend ards ater ae hee a heim a 
Canned olives ---------- xX sSeead Pease ns x me 4 doceene Wet eadeen Bene, 
Cling peaches (canning 
and freezing) -_...------ is ce eigen ae eek x x fie. . Bevaedicanis to x x 
Fresh peaches. - -------- X x x x Te Jivewcnaudlesssandn thee ciamghacaewsne 
Fresh Bartlett pears- - -- ».4 x Be ec guwcese Jd es .tcadtaestnadsesean Sin icacdtoasoacse 
Bartlett pears (promo- 
RES a a foaiaho ta chicane cies x ie pi hme hile sae hacea etme eas 
Canning fall and winter 
UN SILA SA el are a x Bdosize x Pitkin Soul aibatee. lcbeenacsertsucisdasbaes eeehuaks 
Fresh fall and winter 
RE eae xX xX oes By, [eave eka De, kaka shenacemieesawas 
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ee Pole ie Sen kecowioaek saree Setaedes x Be et wovd tuts cacbaeaasuduladouticks 
Fresh plums_---- =e X x xX x xX WeeGaanafkabsiecheuencak chesentes~ 
Delta white potatoes ___- xX Maal x x x i Vitetakeck acca acateaaaie 
Long white potatoes ?__. Be dae ee : xX | dat ccnaiek Bison at da ea eae 
Poultry and turkey im- 
provement...........- (3) ase x Nenseee Silda ieadank hoe ay cake ateeanie taedae 
Ns dec eee Nanton nedlamoe ui ede Ageieiocs x Tl a aa I id eee 
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See. £555. 8 es iea0, pao deak ue xX Mal) Bada aeclead ie eun london a anetabs 
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Marketing Act (as 
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Bartlett pears, canning 
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1 California Department of Agriculture, tabular outline of marketing orders, marketing programs, and 
marketing agreements. 

2 Inactive. . 

8 Disease control phases of the national poultry and turkey improvement plans and turkey breeding 
phases of the national turkey improvement plan. Marketing agreement. 


SOME ECONOMIC CHARACTERISTICS 


Location and organization of the industries—The canning of fruits and vege- 
tables includes, in fact, a group of specialized industries each of which is built 
around one or more groups. Growers often specialize in one or several related 
crops, while the canners process and sell a group of products. 

The growing of the raw products or fruit and vegetable crops is distributed 
fairly definitely in an identifiable national pattern. Fruit growing for canning 
and other processing is heavy on the Pacific coast, with California holding a 
dominant position. The North Central States and some of the Middle Atlantic 
States, as New York, also grow some fruit for canning, but their relative posi- 
tion is far outweighed by that of the Pacific Coast States. 
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Vegetables grown for processing are more widely distributed geographically 
than are fruits for processing. Green and yellow vegetables for processing are 
grown in large quantities in the North Central States, Minnesota and Wiscon- 
sin, as well as in the Northwest. Tomatoes for processing are grown in three 
major areas, the California, Indiana, and Maryland sections. In processed 
vegetables, California has a strong position in canned tomatoes and tomato 
products and in asparagus, as well as in a number of vegetables grown for 
freezing, such as lima beans. 

The location of processing, canning, and freezing facilities generally follows 
the geographical patterns established by the producing sections. Within each 
of such sections there is a tendency for a clustering of plant locations, determined 
by such major factors as the availability of labor, raw product, waste disposal, 
and supplies. The large national canners, operating multiple plants generally 
have them distributed in the various major regions, whereas the smaller or 
independent canners generally have their single plant, or two, in a particular 
locality determined by the specific crops processed and their availability. 

In California the clustering of fruit and vegetable canning plants occurs in 
three identifiable areas: The Stockton-Modesto, San Jose-Oakland, and Sacra- 
mento areas. Around each of these areas has been developed a labor supply 
pool; there are transportation facilities for trucking, transcontinental rail, and 
transocean shipping; can and fiberboard carton supplies as well as sugar are 
readily available; waste-disposal facilities are at hand or can be developed ; and 
water supply for processing needs can be acquired. Raw product supply is at 
hand or can be transported now on truck-trailers over a highly developed high- 
way system. 

The market structure of the fruit and vegetable canning industry is 
characterized by a limited number of large national canner-distributors and a 
larger number of smaller or independent canners. The several large na- 
tional canners have multiple plants scattered over the country in strategically 
located areas. The several large national canners also market, in most part, 
under highly promoted and advertised brands and labels through chainstores 
as well as through independent outlets. The smaller and independent canners 
pack and sell under their own label to a varying degree but labels which 
generally are not nationally advertised and distributed. The independent can- 
ners, however, also pack for the private labels of the national, regional, and 
local chains as well as voluntary buying groups and independent wholesalers. 

The fruit and vegetable canning industry is viewed by some observers as one 
of the most speculative food industries. In recent years, some canners have 
attempted to introduce greater stability through diversification of product lines 
and through integration. These efforts are intended to decrease the variability 
of profits from year to year and to raise the average level of profit margins 
over a period of years. 

The integration by the large national canners takes various forms. Some 
grow part of their crop supplies, but a more significant tendency in recent years 
is the attempt to arrange their raw product supply through various types of 
financial arrangements with individual growers. This type of operation tends 
toward backward vertical integration. Another form of backward vertical 
integration being accelerated is the operation of facilities for the manufacture 
of at least part of their own can needs. 

Of some interest is the fact that in the tendency toward vertical integra- 
tion, national canners of fruits and vegetables have generally shied away from 
forward vertical integration such as the acquisition or development of retail 
outlets. The existence of “captive markets” for fruit and vegetable canners is 
more the exception than the rule. Rather, extensive sales organizations heavily 
supported by aggressive merchandising, promotion, and advertising make up 
their general distribution pattern. 

Consumption trends—During the past quarter century, the production- 
consumption of canned fruits and vegetables has expanded at a rapid rate. 
The industry was a pioneer in what are now often referred to as “prepared 
foods” or “convenience foods.” As population, and particularly income, ex- 
panded, the canned fruits and vegetable industry expanded. In recent years, 
the rate of expansion of the regular canned items has tended to slow down 
inducing firms seeking further growth to expand product lines. 
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The per capita data in canned items, for recent years, is summarized in table 
3 which follows: 


TaBLe 3.—U.S. fruits and vegetables, per capita consumption, 1947-57 * 




















| Vegetables 2 Fruit 2 Canned juices 3 
Year 

Tomato 

Fresh Canned | Frozen Fresh Canned | Frozen ¢ jand other Fruit 

| vegetable 
ee ee anti E ae che bie tnatia pa i saphena cl cecilia 
1947 ciicreet ead 122.4 77.5 6.1 142.3 21.7 3.6 3.9 15. 63 
1948 ae ess | 123. 0 69.5 | 7.0 131.1 23. 1 3.7 4.2 17. 07 
ES ee Pee | 115.8 70. 7 6.8 123. 3 23. 8 9.3 4.5 15. 07 
G00... can Sete 114.6 76. 8 7.4 107. 4 26.3 13.7 5.0 13. 38 
Eat HESS SEE RE 111.6 79. 7 93 115.5 23.7 17.9 4.7 14. 82 
aks eee 111.0 76.9 11.3 112.5 25. 4 | 20. 2 5.1 13. 77 
at 108. 4 79. 6 11.8 111.3 25.8 | 27.5 5.4 13. 55 
tn tee arc 107.3 76.9 12. 5 106. 1 25. 5 | 18.9 5.1 13. 15 
se atone | 1046] 807] 13.4 101. 6 27.3 20. 5 4.8 12. 89 
RAE oot cas | 107. 1 81.9 14.1 100.4 5 26.7 20. 5 4.6 13. 05 
ae are 104. 6 81.8 14.4 98.3 § 27.4 21.0 5.3 12. 27 
apace PRS Peotone occtencccset ae +28.0 | WS tins ul 11. 58 

| | | | 











1 Civilian consumption only. 

2 Farm-weight fresh equivalent, pounds. 
3 Net canned weight, pounds. 

4 Including frozen juices. 

5 Including chilled citrus. 

6 Preliminary. 


Sources: U.S. Department of Agriculture, AMS, ‘‘The Vegetable Situation’? (quarterly), October 1958 
“The Fruit Situation’ (quarterly), August 1959 (Washington, D.C.). 


The year-to-year variation in consumption, due in part to availability related 
to weather conditions, is evident from the above figures. Yet, annual con- 
sumption is less variable than annual packs. In tree fruits, annual yields vary 
depending upon climatic and related conditions; while in vegetable crops varia- 
tion in weather is generally more significant than charges in acreage planted. 

The data suggest that fresh vegetable consumption, per capita per year, has 
varied around a level trend in recent years. The situation has been more fav- 
orable in canned vegetables with some upward trend apparent. In contrast, 
frozen vegetables have trended up substantially. In fresh fruits, per capita 
annual consumption had receded considerably during the past couple of decades. 
In the same period, canned fruit consumption (per capita per year) has trended 
up moderately while frozen fruit per capita consumption has trended up sub- 
stantially. 

The historical and market evidence indicates that the consumption of proc- 
essed fruits and vegetables is related to a combination of influences stemming 
from population growth, national income and its distribution, relative prices, 
household attitudes and changing habits, and the current push toward “conve- 
nience” foods. While the overall poundage of food consumed by individuals has 
remained remarkably stable over the years, there are shifts among products. 
In the more recent years, with higher levels of income, consumers have tended to 
shift to the foods with built-in conveniences. 

Technology.—The evidence is reasonably clear that consumer eating habits 
and preferences are affected by many influences, including technological ones. 
Modern technology permits further improvements in canned fruits and vegetables 
as well as higher yields in processing operations. Canned fruits and vegetables 
manufacture, along with that of other foods, appears to be now approaching a 
threshold promising new techniques which permit commercial operations to pro- 
vide the market with even more attractive canned fruits and vegetables to 
compete for the consumer’s attention. But much of that is now in the laboratory 
and experimental stages rather than in commercial operation. 

Among the newer processing techniques receiving attention is the process of 
food preservation through radiation. At present, bacteria can be killed by 
means of atomic radiation, but the flavor and odor of the foods may be unfav- 
orably affected. Work is going forward to develop methods of killing the bac- 
teria by means of radiation-preservation without leaving effects of off flavor 
off color, off odor, or tissue deterioration. 
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Present indications are that it may be some time before the food-processing 
industries will be significantly affected by radiation preservation techniques. 
But if present investigations lead to a breakthrough whereby radiation pres- 
ervation can be economically applied commercially in place of current canning 
methods, there might be significant effects on the established fruit and vegetable 
canning industry. On the other hand, if current methods can be gradually 
modified in light of new findings, the fruit and vegetable industry should be 
able to adjust its operations gradually. In either event, the fruit and vegetable 
canning industry must keep abreast of developments so as to be able to exploit 
them rather than be forced into an obsolete position. 

In addition to research developments in atomic radiation preservation of 
foods, antibiotics are taking on more importance as a means of slowing down 
food decay. Also, new and improved methods of fast freezing (including freeze 
drying) are being studied. These are all aspects of product development which 
carry with them significant potentials for canned fruits and vegetables as well as 
other foods. 

Food processing, through the types of scientific developments cited above, is 
fast changing from a static to a dynamic industry. But change is not limited 
to processing operations. Because of the pressure of increased costs, food 
processors in some cases are striving for savings through automation in office 
operations as well as in processing operations, in addition to integration and 
diversification referred to earlier. 

Changing markets.—In the face of the expanding population, coupled with 
growing national income in recent years, potential markets of greater magni- 
tude are envisaged. No longer is the item “food” as meaningful as it once was: 
Now a special “baby food” market has been developed; there are the potentials 
of a special market in foods for the advanced in age; and considerably headway 
has been made in developing a market for special health foods such as dietetic 
foods. The canned fruit and vegetable industry has participated in and gained 
from the “baby foods” and “dietetic foods” market developments; but little has 
yet been done by the canned fruit and vegetable industry to delineate a special 
market for the older aged citizens, who are becoming a relatively larger segment 
of the national population. 

Faced increasingly with large-scale buying organizations, such as national 
and regional private chains as well as voluntary buying groups, fruit and veg- 
etable canners are forced to struggle for market position. The marketing-sales- 
distribution functions are taking on ever-increasing significance. The fruit and 
vegetable canning industry, considered by some observers as one of the most 
highly speculative food industries, is attempting to gain a broader base and in- 
crease its stability and profit position through diversification and integration. 

The progressive and forward-looking packers are taking the lead in the trans- 
formation of the fruit and vegetable canning business into a dynamic industry. 
Other canners continue to struggle along in their conventional ways and methods. 
This is part of the industry situation where some canners are increasingly 
faced with the growing problem of maintaining their market position. 

Grower cooperative canneries—In contrast with the California fresh fruit 
and tree-nut industries where some farmer cooperative marketing associations 
have acquired national status and a dominant position, the canned fruit and 
vegetable industry of the State has until recently had only minor participation 
by farmer cooperative processors. In California, there have for some time 
existed two established fruit and vegetable canning cooperatives which continue 
to operate successfully. Relatively recently, a third fruit and vegetable canning 
cooperative, in essence, was inaugurated through cooperating growers purchasing 
the facilities of two established private canners, and later acquiring a third one, 
through long-term purchase arrangements. 

In cooperative fruit and vegetable canning, there are advantages and disad- 
vantages to cooperating growers, from the longrun view as well as the shortrun. 
Some of the phases are similar to those of a private firm in the business, while 
other phases are of special application to the cooperative form of organization 
and operation. 

From the view of cooperating growers, their participation in cooperative can- 
ning has an advantage of helping to assure an outlet for their raw products. 
Their cooperative cannery generally stands ready to receive their crop for 
processing, regardless of the market situation for the raw or processed product. 
Thus a cooperative cannery may reduce, or even eliminate, the cooperating 
grower’s risk of not having an outlet for his raw product. 
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Yet, a cooperative cannery does not entail only advantages to the participating 
growers. There also are limitations or disadvantages. One of the major of 
these is the taking on of the risks carried by the canner. Fluctuations in cost, 
market prices, and returns, between the time of harvest of the raw product to 
the sale of the finished product, involves risks assumed by a cooperative cannery, 

The entry into canning by cooperative growers is not, in principle, different 
from what various private canning companies have been doing. Both involve 
elements of vertical integration. Some private canners have, in effect, entered 
into the production growing of the raw product for canning, by making various 
arrangements with growers with the built-in stipulation that their crop would 
go to the particular canner. This is a form of backward vertical integration. 
A more direct form is the case where a cannery has its own orchards to supply 
part or all of its needs. 

The development of vertical integration is not a new phenomenon in American 
marketing. A large number of firms in many industries participate. In the 
fruit and vegetable canning industry, “captive” canneries as a form of backward 
vertical integration is not common, although some examples exist. 

A cooperating fruit and vegetable growers’ bargaining association operating a 
eannery is really another form of vertical integration, referred to as forward 
integration. That also is familiar in American industry and marketing, and in 
American agricultural marketing became well established by the long-time opera- 
tion of agricultural marketing-shipping cooperatives for fresh fruits. What is 
unique for cooperating growers to operate a cannery is the particular case rather 
than the general principle. The particular case is one where horizontal integra- 
tion, in the form of cooperating growers, enlarges its marketing activities through 
forward integration by also operating a cooperative cannery. The balance of 
production-procurement-marketing risks is restricted rather than eliminated. 

The urge toward cooperative organization and operation is not limited to 
farmer groups. In recent years a very substantial trend in that direction has 
developed on the part of retailers in the food business. One of the most dramatic 
current developments in the business is the marked growth in wholesaler-retailer 
teams or associations. They are found in organizations of voluntary buying 
groups and in retailer-owned cooperatives. 

Trends such as these mean that the old-time wholesale buyers of canned fruits 
and vegetables, who service independent retailers, are increasingly being replaced 
by mass-volume buyers in the form of retail cooperatives, as well as by private 
chain warehouse operations. Canners, in their marketing, find themselves in a 
position of bargaining with and selling competitively to “chain” organizations 
which are cooperatively owned and operated, as well as to private corporate 
chains. 

As the relative position and bargaining power of retailer buying organizations 
increases, both canners and growers must be aware of the situation so as to put 
themselves in a position to counteract the shifting of the bargaining pressure. 


The weakest of the three groups may tend to absorb a proportionately larger 
amount of the bargaining pressure. 











SOME MEASURES 
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FRUIT AND VEGETABLE CANNING INDUSTRY PERFORMANCE 





The costs and returns situation in fruit and vegetable canning reflect the activi- 
ties of procurement, processing, and sales operations. A summary of such indus- 
try aspects is relevant to indicate the outcome of canning operations from the 
view of the cannery operators. 

In a review of operating costs and profits in the fruit and vegetable canning 
industry attention must be paid to the particular years and periods of years to 
cover. This is necessary because of fluctuations in the volume of canning crops 
and in sales results in swings in the profits of the fruit and vegetable canning 
industry. 

The results of several special studies on fruit and vegetable canning costs and 
profits are summarized below. This is first done for the industry in general, 
with emphasis on the fact that the situations among various companies differ in 
many respects. 

U.S. Senate study, 1951:* In 1951 the U.S. Senate Committee on Agriculture 
and Forestry completed a study of operating costs and profits of a group of 


2U.S. Senate, Committee on Agriculture and Forestry, “Operating Costs and Profits in 
the Canning Industry, 1946-50” (June 5, 1951). 
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25 canners for the 5 years 1946-47 to 1950-51. The sample was reported as 
reflecting a representative cross section of the industry in the country. The 
highlights of the study are of interest, since they tie in with results we consider 
from other studies we shall review. 

The annual profits from the 25 companies were reported as follows: 


TABLE 4.—Canners’ profits on invested capital 





Year 3efore taxes ow! After taxes 
Percent — Percent 
RS > 4 a Dei, < eee Meret ioe ean 57.7 | 34.9 
Sp, SS eee os a paledied ohana ‘ ae iaieab atid ‘i 24.6 | 15.1 
1948-49_____- a i , = 1(—1.1) | 1(—3. 4) 
iis anasksestess jited aie . - . J 1(—9. 5) 1(—9. 6) 
| 


Loss. 


The above summary data reflect the wide swings in earnings on investment 
during the 1946-49 period. 

In the category of canner costs, the study permits comparison of raw product 
costs with those for containers, cases, and labels. The data, for fruits and 
vegetables separately, are as follows by years: 


TABLE 5.—Cost of containers, cases, and labels as a percentage of raw 
product costs 





| 
| Fruit 
| Vegetable |  canners 
Year | canners | (some 
| vegetables 
| canned) 
= — = = = ee | —————— t sdutecensiiaiiisdleal _ 
fi sol pe 
1946-47. ...-- ah aie ti ha state facies cocsassdt da th ie Ath rel indented ea ahaa ae | fo | of 
1947-48_ es pees dveuencueeaes Rsk Rib ae te SE arinene | 79 | 51 
1948-49... _....- of he eae a Rr a a 75 | 49 
1949-50____ sie : nae eae ae eer . | 97 74 
1060-61......=.....- Ei ot sie 5 een rs 78 53 
| 





These data show that vegetable canners, during the years 1946-50, paid over 
three-fourths as much for containers, cases, and labels as they paid for the 
vegetables canned. Fruit canners, in contrast, during these same years paid 
about half as much for containers, cases, and labels as they paid for the raw 
fruit canned. 

To indicate the relative positions of raw product, labor, and other costs faced 
by the canners, the following data from the U.S. Senate 1951 study are sum- 
marized : 

TABLE 6.—Canned vegetable costs 


[Percent] 





| Raw ma- | Containers | 
Year | terial Labor | andall | Total 

other 

sient $ret emneren 
WDE cn tediowemiecs : mene | 22 | 42 100 
1947-48 _ J wins slab a 33 | 24 43 100 
a EP eee : ‘ eR oa 38 | 20 | 42 100 
sd Kekchi ee aomad Siwdin tie ae Bintan 33 | 20 | 47 100 


Pan cakdainnnd oakemene sone nipeotn genase 37 19 | 44 100 


During 1946-50, the vegetable raw product cost averaged about 35 percent of 
total costs; labor averaged close to one-fifth of total costs; while containers and 
other costs averaged near 45 percent of total canner costs for vegetables. 
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Similar cost data for firms which packed mostly fruits are as follows: 


TaBLE 7.—Canned fruits costs (including some vegetables) 


[Percent] 





| ; 
Year | Raw Labor Containers Total 
| material and all other 





PEC Sabai ales dunvasksdvhenivackan shaban cimee | 49 | 20 31 100 


a a ioaacils teed asin tire deteseaepetinmanelaen 41 21 38 100 
Ae is Bact cnibl heioicsdaestrinata cl notalagitan 44 19 37 100 
SN ns oe ee en eam een 36 20 44 100 


ROIS en on et ek ees 43 | 18 39 100 
} 


During 1946-50, for the companies which packed mostly fruits, the raw product 
varied from 36 to 49 percent of total costs; labor averaged near 20 percent of 
total costs; while containers and all other costs varied from 31 to 44 percent 
of total canner costs. 

In general, the fruit raw products averaged a higher percentage of total costs 
than did the vegetable raw products, labor amounted to about the same per- 
centage in fruits as in vegetables, while the containers and all other categories 
for fruits averaged a lower percentage of total costs than was the case for 
vegetable total costs. 

To indicate the relative picture of administrative and distribution costs 
during 1946—50, the following data for brokerage and discounts, administration, 
and other selling expenses are shown: 


Taste 8.—Canner administrative and distribution costs as a percentage of 
total sales 


Year: Percent 
a a i 8 a a et IR oe 9 
aa. ses sda Scales od ah ranma ee aR ee ee 10 
a a lea es Le 10 
SN geht ut eycepsacc kets adn tect abet aera ei he eh ee 12 
Osa sg a ecient nce areas la ag atta a ara he ae 10 


These data indicate that, during 1946-50, canners of fruits and vegetables ex- 
pended about 10 percent of their total sales dollar for brokerage and discounts, 
administration, and other selling expenses. 

To tie together in an overall picture data of the foregoing types, a summary 
of costs and profits of fruits and vegetable canners (24 companies making a 
different sample from 25 companies noted about as reporting profits on invested 
capital) is presented as follows, for the years 1946-47 to 1950-51: 


TABLE 9.—Canner costs and profits as a percentage of sales 

















Cost of operations 1946-47 | 1947-48 1948-49 1949-50 1950-51 
I i aes ie Sica cdi teak aeeme aro 37 33 37 31 34 
ds cote Seda a A edoehiuse owen dadbwcstabe nen 18 20 19 20 17 
RN ciaxiacc Ce re OS i a 8 ee ee ae 32 40 41 48 39 
ice cae tts cuinncnndnvnttua ead atemaaeniom 87 93 97 99 90 
Beet Incomie Selere tances... cece es escncecen fc 13 i. 3 |) el a 
i ee ee eee 5 3 1 1 5 
Pee Mn OUOe GARIN ain cs cot dec mec inate 8 4 2 0 5 
Cases sold as a percent of cases packed__........._.-- 98 97 89 98 113 


In the sample of firms reported on in table 9, cost of operations (as a percent 
of sales) varied from 87 percent to 99 percent, with corresponding net income 
before taxes ranging from 13 percent to 1 percent. Provision for income taxes 
fluctuated from 5 percent to 1 percent of sales, resulting in net profit after taxes 
ranging from 8 percent to 0. It should be noted that although these data are 
not precisely the same as the data on profits on invested capital shown in table 
4 (two different samples of companies are involved), the same general picture 
emerges from both sets of same data. 
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U.S. Department of Agriculture Study, 1951? 


The preceding summary tabulations reflect experience of the fruit and vegetable 
canning industry as a whole, based on sample firms deemed to be representative. 
Yet, the data obscure what happened in regard to particular products. To un- 
cover the situation for individual products, for some years in that same period, 
the data shown in table 10 are presented. There, for 1948 and 1949, are given 
canner costs as a percent of canner f.o.b. sales value for canned cling peaches, 
freestone peaches (for 1949 only), Bartlett pears, and canned tomatoes. These 
data are from a study made by the U.S. Department of Agriculture and issued 
in 1951. 

The changes in average canner costs (as percent of f.o.b. sales value) which 
occur from one year to the next are evident from table 10. 

In cling peaches, for example, the raw product amounted to 36 percent 
of f.o.b. sales value of canned clings in 1948, but 29 percent the next year, 1949. 
In Bartlett pears, the change was even more pronounced, 47 percent in 1948 con- 
trasted with 28 percent in 1949. Canned tomatoes changed from 38 percent in 
1948 to 33 percent in 1949. While the raw product percentage decreased from 
1948 to 1949, the figure for cans cost as percent of f.o.b. sales value increased, 
as did the remaining cost items. 

Of considerable interest is the behavior in gross profit, item by item. For 
cling peaches, the reported gross profit (as a percent of f.o.b. sales value) was 
0.2 percent in 1948 and a reported loss of —6.4 percent in 1949. But in Bartlett 
pears, the gross profit ratio (percent of f.o.b. sales value) increased from 0.3 
percent in 1948 to 2.6 percent in 1949. Canned tomatoes gross profit ratio was 
more stable, with 2.5 percent in 1948 and 2 percent in 1949. 


TABLE 10.—Average costs of processing selected canned fruits and vegetables 
expressed as a percentage of sales value, f.0.b. cannery, 1948 and 1949 



























































[Percent] 
— | 
Cling peaches | Freestone Bartlett pears Tomatoes 
peaches 
Cost designation Sere 
| 1948 1949 1948 1949 | 1948 1949 1948 1949 
OW WIOD OB so wanncctincdaesccasciccon 36. 4 28. 7 () 23. 6 7.4 28. 1 38. 5 33. 4 
I a ae a a a 15.1 SU Wh Betis 15.3 10.1 15.7 17.7 20. 4 
Sugar and/or condiments. -.......---- 8.0 WG Peadacnan 12.8 5.8 8.8 0.6 0.7 
DOs BO eh ae cadecdanel 12.0 j2 | ee 19.7 11.0 15.8 10.5 10.9 
Indirect operating costs...........--- 11.1 | 10.0 10.8 12.5 12.3 13.5 
GEE CHINE 8 scincnadcatinccoess 2.6 AE Wocccetadse 2.0 1.7 2.4 2.9 3.1 
Warehouse and shipping--....--..-- 4.0 Ree Eaedcugue 4.3 3.2 4.5 4.5 4.8 
Selling and administration..........- 10.6 MO © Uvasoeods. 10.1 9.7 9.6 10.4 11.2 
I ee ee -2 P64) -...:-.5 2.2 3 2.6 2.5 2.0 
Sales value (f.0.b. cannery)-.--| 100.0 | WOR fence 100. 0 100. 0 100. 0 100.0 100. 0 
Percent of national pack included in tee een eel : A i ite 
CIO si iilidcnnicienspnninnndad | 16.3 TE Gibncccanke 16.7 29. 2 25. 5 38. 4 30.7 
| 











1 Data for 1948 on freestone peaches not available because of inadequate sample. 

2 Net loss. 

Source U.S. Department of Agriculture, B.A.E., “‘The Marketing and Transportation Situation” 
(MTS-96, May 1951). 


It must be emphasized that the above data (table 10) are for 2 years only, and 
are insufficient to serve as a basis for generalization. Additional evidence is 
needed, and will be reviewed later. But, first, some additional data on individ- 
ual products can be presented, as based on the U.S. Department of Agriculture 
study issued in 1951 and shown in table 11. Therein are shown processing costs, 
retail and wholesale margins, and transportation costs, each as percentage of the 
retail prices of cling peaches, freestone peaches, Bartlett pears, and tomatoes 
during the 1949-50 season. 

That year, processing costs incurred by canners (including cost of raw prod- 
uct), aS a percentage of the retail prices, came to about 63 percent for cling 


7U.S. Department of Agriculture, B.A.D., “The Marketing and Transportation Situa- 
tion’ (MTS-96, May 1951). 
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peaches, 66 percent for freestone peaches, 65 percent for Bartlett pears, and 
72 percent for canned tomatoes. Thus, for the fruits, processing costs in 1949-50 
(including raw product cost) amounted to about two-thirds of the retail sales 
price. The raw product itself, as a percentage of the retail price of the canned 
product, in 1949-50 amounted to 18 percent for cling peaches, 16 percent for 
freestone peaches, 18 percent for Bartlett pears, and 24 percent for tomatoes. 

When the cost of the raw product is excluded from processing costs, we find 
that in 1949-50 those other processing costs amounted to 45 percent of the retail 
price for cling peaches, 50 percent for freestone peaches, 47 percent for Bartlett 
pears, and 48 percent for tomatoes. The other processing costs include supplies 
(cans, shipping cases, sugar, and condiments), direct labor, indirect operating 
costs, warehouse and shipping, selling and administration, and gross profit to 
processors (before income taxes). The individual figures for the other process- 
ing costs are detailed in table 11. 


TABLE 11.—Average marketing charges on selected canned fruit and vegetables 
expressed as a percentage of retail price, 1949-50 season 














[Percent] 
Marketing charges Cling Freestone Bartlett Tomatoes 
peaches peaches pears 
Retail margin !___-_-- arate siuateat greece 19.0 17.1 17.9 19.2 
ee MOND 3 oot Sa sbscel se oesslusd | 4.8 6.3 | 6.7 3.4 
EINE is one Lasadedcetncwetamiee 13.1 10.1 10.0 5.1 
RII os oo cain concn seGawnaee 63.1 | 66.5 65.4 72.3 
anne iicamal oicmeinaai aerial ss 

Raw produce Bee de adakect waieLeee 18.1 15.7 | 18.4 24.1 
UIE 33 5 oS og cere os ek a beniebeaee 21.7 20.0 | 17.6 17.5 
Direct labor_-_--_- AEE EE IIAS Lt 8.2 | 13.0 10.3 | 7.9 
Indirect oper: MONEE 6 no con ooo 8.8 | 6.7 | 8.2 9.7 
Warehouse and shipping-_.....---.-.----- 3.3 | 2.9 2.9 3.5 
Selling and administration__........_._-__- 7.0 | 6.7 | 6.3 e 3 

UN eile ice citi ian Eh wie scat ieuennereanension 4 (—4.0)} 1.5 Lz 1:3 
MN ida acs winced pam ambadet cuneate 100.0 | 100.0 | 100.0 | 100. 0 











1 Charges above the processor level are for 22 cities; as reported in the August 1950 issue of ‘‘The Marketing 
and Transportation Situation.”’ 

2 Includes, cans, shipping cases, sugar, and condiments. 

3 Profit to processor, before payment of income taxes. 

4 Net loss. 


Source: U.S. Department of Agriculture, B.A.E., ‘‘The Marketing and Transportation Situation”’ 
(MTS-96, May 1951). 


The processors’ gross profit (before income taxes) for the 1949-50 season 
reflect a loss for cling peaches, 1.5 percent of the retail prices of freestone 
peaches and tomatoes, and 1.7 percent of the retail price of Bartlett pears. 

It is of interest to compare the processing margin with the retail, wholesale, 
and transportation margins experienced in 1949-50, as reported by the U.S. 
Department of Agriculture study. The data for the same individual canned 
products are in table 12: 


TABLE 12.—Average margins, 1949-50 season 


[Percent of retail price] 

















Marketing charges Cling | Freestone Bartlett Tomatoes 
peaches peaches pears 
| 

| 
Re Se Se ee | 19.0 | 17.1 17.9 | 19.2 
TT WINER oS fecal dae aucheceeewacucaeuake 4.8 6.3 6.7 | 3.4 
rao ig oo tai wna ae -------| 13. 1 10.1 | 10.0 | 5.1 
Processing costs (excluding cost of raw product)--.-.--- 45.0 | 50.8 | 7.0 | 48.2 
maar peau Coats. .-  ce aS ee ----| 18.1 | 15.7 | 18. 4 | 24.1 
OO a St ace tin eesti iittala | 100.0 | 100.0 | 100.0 | 100.0 





Processing costs (excluding cost of raw product) varied from 45 percent to 50 
percent of the retail price in the 1949-50 season. For the three fruits, the raw 
product costs and the retail margin, in terms of percent of the retail price, were 














SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 695 


about the same as the retail margin. But for tomatoes, the raw product cost 
exceeded the retail margin. The wholesale margin varied from 3.4 percent for 
tomatoes with 6.7 percent for Bartlett pears; for cling peaches, the wholesale 
margin was 4.8 percent compared with 6.3 percent for freestone peaches. The 
transportation margin was highest for cling peaches at 13.1 percent and lowest 
for tomatoes at 5.1 percent ; freestone peaches and Bartlett pears had transporta- 
ton margins of about 10 percent. The experience in 1949-50 was such that 
processors’ cost (excluding raw product cost) accounted for nearly as much of 
the retail cost as the other margins combined. 

U.S. Senate study, 1955 * 

The data on costs, profits and margins considered so far for canned fruits and 
vegetables reflected industry experience of the half dozen years or so immediately 
after the war. Such data are of interest for comparative purposes and the pro- 
filing of trends. Yet, for analytical purposes, more recent industry data are also 
desirable. To that end, we now turn to the results of an industry study made for 
the U.S. Senate Committee on Agriculture and Forestry, by the Library of Con- 
gress Legislative Reference Service, assisted by specialists in the U.S. Depart- 
ment of Agriculture and the fruit and vegetable canning industry. The study was 
issued in 1955 and reflected industry experience for the marketing year 1954-55. 
These data are not only more recent than the data reviewed earlier, but when 
the two sets of data are composed, trends that exist may be noted. 

The 1954-55 study indicated that, in that year, canners representing about 25 
percent of the fruit and vegetables canned had an average net income before taxes 
of 3.7 percent of f.o.b. sales value, and a net profit of 2.03 percent of f.o.b. sales 
after Federal income taxes. Corresponding results for four of the larger com- 
panies reflect an average net profit, after taxes, in an amount of 3 percent of their 
f.o.b. sales in 1954. This compares with 2.5 percent of f.0.b. sales as their average 
net profit for the period 1951-52 to 1954-54. For those four companies, that 
reflected a return of about 7 percent of their stockholders’ net equity. 

The distribution of representative canners’ costs among raw products, labor, 
and other costs was reported as in table 13 for 1950-51. and 1954-55: 


TABLE 13.—Distribution of canners’ costs, 1950-51 and 1954-55 














[Percent] 
; A 
| Canned vegetables | Canned fruits 
| 1950-51 1954-55 | 1950-51 1954-55 
| | 
- Por ais oe | os | 
A BEN sis si ccsrnadccenscenncdinsacsdemneunne ah 37 38 | 43 39 
Rs bon cai Gia cae be cuales aint wiintidiemega sama 19 14 | 18 | 18 
Containers and all other____..-----.---- pbandnanae sume’ 44 48 | 39 | 43 
— ee 
TONED - «onc, acre duli sap apes heats eeedidmabee aaa | 100 | 100 100 | 100 





The group of canners reflected in the above tabulation packed 27,400,000 cases 
of fruits and vegetables in 1954-55, and expended about 11 percent of their 
f.o.b. sales value for marketing and administrative expenses, including ware- 
housing and shipping (compared with 10 percent for similar purposes in 1950— 
51). When the data for additional firms including several processors of 
nationally advertised brands are included, marketing and administrative expenses 
account for 18 percent of f.o.b. sales value in 1954-55. The increase in marketing 
and administrative costs results primarily from the advertising and promotion 
expenditures for the nationally advertised brands. To indicate the differing 
cost structures, when the large and national advertising companies are included, 
the data in table 14 are shown. There are summarized cost, income, and profits 
data for four groups: (1) representative vegetable canners, (2) representative 
fruit canners (excluding national advertisers), (3) groups 1 and 2 combined, 
and (4) composite of larger group, including national advertisers. 


2U.S. Senate, Committee on Agriculture and Forestry, ‘‘Price Spreads in the Canning 
Industry, Staff Study of Income, Costs, and Profits in the Canning Industry, Fiscal Year 
1954-55” (Nov. 7, 1955). 
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TABLE 14.—Costs, income, and profits, representative canners of fruits and 
vegetables, marketing year 1954-55 


[Thousands of dollars] 




































































Representative Composite of rep- Composite of 
vegetable can- Representative resentative larger group (in- 
ners ! fruit canners 2 sample 3 cluding national 
advertiser) 
Category iain 
Per- Per- Per- Per- 
Amount | cent | Amount; cent | Amount]! cent | Amount] cent 
of of of of 
sales sales sales Sales 
Gross sales, f.0.b_-...------- $19, 976. 2 100. 0} $98, 831. 1 100. 0|$118, 807.3 100. 0/$426, 776. 1 100.0 
Cost of manufacturing: 
Raw product Gabbana 6, 069. 3 30.4) 32, 834.7 33.2} 38, 904.0 32.7} 132, 853. 4 31.1 
Labor. .- ‘ 2, 162. 1 10.8; 15,014.7 15.2} 17,176.8 14.5) 49, 711.1 11.6 
Containers and labels 5, 411.5 27.1) 21, 213.0 21.5) 26, 624.5 22.4) 98, 451.8 23.1 
Other manufacturing ex- 
pense_- : 2, 277.1 11.4} 14, 985.0 15.1 7, 262. 1 14.5} 52, 336.1 12.3 
Total manufactur- 
ing cost_.._. | 15, 920.0 79.4) 84, 047.4 85.0} 99, 967.4 84.1] 333, 352. 4 78.1 
Gross income. | 4,056.2} 20.3] 14,783.8] 15.0| 18,8400] 15.8] 93,423.7| 21.9 
Marketing 4 and administra- 
tive expense. 2, 907. 6} 14.6; 9,831.3 9.9} 12, 738.9 10.7; 75, 869. 4 17.8 
Net income on canning oper- 
ation_- a 1, 148. 6 5.8] 4,952. 5) 5.0) 5,101.1 5.1] 17, 554.3 4.1 
Other income or expense (—)_| —1, 012.9 —5.1 52.5 0.1 —960. 4 —0 8| —1, 767. 5} —0.4 
| ay ae _—_— Fe —-O Fh OF OO rOrrrm'1vV1[('([“—_ 
Net income before taxes. - - - 135.7 0.7); 5,005. 0) 5.1 5, 140. 7 4.3) 15, 786.8 3.7 
Federal income taxes_ ----- | 81.3 0.4) 2,480.5 2.5 2, 561.8 2.2 7, 118.7 7 
Net profit or loss (—)-.| 54. 4| 0.3} 2,524.5 2.5 2, 578. 9| 2.2 8, 668. 1| 2.0 
Cases packed.............. 6, 005, 052 21, 388, 545 27, 393, 597 105, 080, 466 
ee ee eee 6, 124, 178 20, 920, 429 27, 044, 607 106, 482, 935 


1 Includes some canners who also pack apples and applesauce. 
2 Includes canners who also pack some vegetables. 

3 Does not include any national advertisers. 

4 Includes warehousing and shipping expense. 


Note.—Figures may not check perfectly due to rounding. 


Aside from inventory losses, the year 1954-55 was profitable for vegetable 
canners (group 1): They earned a net income on canning operations equivalent 
to 5.8 percent of their sales income, but inventory losses and miscellaneous 
costs amounted to 5.1 percent of sales income, resulting in net income before 
taxes of 0.7 percent of sales income. In contrast, fruit canners (group 2) 
experienced more favorable conditions in 1954-55. They enjoyed a small in- 
ventory gain and earned a net income (before taxes) of 5 percent of sales 
value. The two groups (1 and 2) combined in 1954-55 had a net income before 
taxes of 4.3 percent of sales and a net profit (after Federal income taxes) of 
2.2 percent of sales. 

Of significance is the contrast between the composite of the larger group 
(including national advertisers) and the combination of groups 1 and 2 which 
does not include national advertisers. The latter experienced lower labor 
costs (as percent of sales value), resulting in a total manufacturing cost of 7§ 
percent of sales value compared with 84 percent for the groups 1 and 2 com- 
bined. But the group including national advertisers had larger marketing 
and administrative expenses, almost 18 percent compared with 11 percent for 
the combined groups 1 and 2, Other manufacturing expenses were also lower 
for the composite larger group. 

The preceding results for 1954-55 reflect overall operations of the four 
groups of fruit and vegetable canning companies. To get a closer picture of 
details and see the situation in 1954-55 for individual products the results in 
table 15 are presented and reviewed. But first it may be noted that for those 
individual products the results are based on over two-thirds of the peaches, 
pears, and apricots canned, and about 20 percent of the tomatoes canned in 
the country in the 1954-55 marketing year. Hence, the results—particularly 
for the fruits—reflect a very substantial part of the industry. 
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For canned cling peaches (choice halves), the canners’ average cost of the 
raw product for the 1954 pack amounted to $1.57 per case (24 No. 2% cans) or 
81.4 percent of the canners’ total cost to pack and sell. This compares with 
$2.18 per case (24 No. 2% cans) or 34.8 percent of the canners’ total cost for 
apricots (choice halves unpeeled), and $2.68 per case (24 No. 2% cans) or 39.1 
percent of the canners’ total cost to pack and sell Bartlett pears (choice 
halves). In contrast, the canners’ average cost of the raw product for can- 
ned tomatoes amounted to $0.64 per case (24 No. 2% cans) or 18.2 percent of 
the canners; total cost to pack and sell canned tomatoes. Thus, for the three 
fruits, the raw product cost for canned cling peaches was less than the other 
two fruits, in terms of both dollars per case and percent of canners’ total cost 
to pack and sell. 

In terms of labor cost, cling peaches also reflect lower cost than did the other 
two fruits, in terms of dollars per case and also in terms of percent of can- 
ners’ total cost to pack and sell. When the costs are broken down into the 
categories labor, raw product, and other costs to pack and sell, the results are 
as shown in table 16. 


TABLE 15.—Canned fruits and tomatoes, representative costs per case in 1954 to 
pack and sell by canners 




































































Cling peaches, Apricots, Bartlett pears, Tomatoes, 
24 No. 2 cans, | 24 No. 2) cans, | 24 No. 244 cans, | 24 No. 24 cans, 
choice halves choice halves choice halves standard 
unpeeled peeled 
Cost |Percent} Cost |Percent| Cost |Percent} Cost | Percent 
of cost of cost of cost of cost 
= = = eas ‘ 
UGE BR. ccaccitieeascenwkeiinads $0. 45 9.1 $0. 80 12.7 $0. 85 12.4 $0. 68 19.4 
Supervisory and indirect----.....--- -10 2.0 one 2.8 .19 2.7 .15 4.2 
Payroll taxes and compensation in- 
Se nsdcc casas saa eombe 04 0.7 - 06 1.0 . 06 0.9 05 1.5 
Royalty, labor saving machines. - - -- 09 1.8 .05 0.9 .07 $9 Lo. ance 
Total, oft Mabe? . 2.2. 26c08s5.. . 68 13.6 1.08 17.4 1.17 17.0 0. 88 25.1 
BOW TE OQUNNGs Raisin cccacecsedpebissns 1. 57 31.4 2. 18 34.8 2. 68 39. 1 0. 64 18.2 
SI cs cece ulihicdnacicus kiciheliameise . 96 19.1 . 96 15.2 . 96 14.0 . 96 27.3 
Oak a .13 y ay -13 21 -13 2.0 .13 3.8 
OS EE eS ea . 52 10.5 . 58 9.2 . 46 CG bincdcccsteensenen 
Fuel, power, and water..........---.- . 03 0.6 . 03 0.5 . 03 0.4 .03 0.9 
oa -O1 et lnsncccectnancsuelsesseasalreaunaas 02 0.6 
i 2d! eee 31 6.2 - 40 6.3 .44 6.4 21 5.9 
Labels plus allowance- .--_....--.---- . 08 1.6 . 08 1.3 . 08 1.2 . 08 2.3 
WE MEI oi cctadccndacodanens .10 2.0 .10 1.6 .10 1.5 .10 2.9 
Freight and distribution..........--- . 08 1.7 . 08 1.3 . 08 i 08 2.4 
Brokerage, cash discount, and swells. 23 4.5 . 28 4.5 .31 4.5 16 4.6 
Financial, administrative and gen- 
UUs dd ANS ca cee .30 5.9 . 37 5.8 -41 5.9 .21 6.0 
Grand total to pack and sell.._.| 5.00] 100.0 6.27 | 100.0 6.85 | 100.0 3. 50 100.0 
Average selling price..............--- Gee Tso tetase Gee [22.2.2 7. OO h.ccsesda RS liscaccn 
Profit oF loti. sc sasnse oasis ee | +0.03 tren wins } +0.15 |---.---- PO. 10 | ...<- 
| } 
TABLE 16.—Comparative canner costs, 1954 pack 
: | E | 
Clings Apricots Bartlett pears Tomatoes 
Cost category l 
Dollars | Percent) Dollars | Percent] Dollars | Percent} Dollars | Percent 
per | of cost | per of cost per of cost per of cost 
case case case case 
sa ietidebdsiicedeinieiab ell $0.68} 13.6 | $1.08 | 17.4 | $1.17} 170| $0.88 25.1 
SEN CR i caaeccnencncenanasen 1. 57 31.4; 2.18 34.8 2. 68 39.1 . 64 | 18. 2 
Other costs.......... pcinahinencweea 2. 75 55.0 | 3.01 47.8 3. 00 43.9 1.98 7 
Total canners’ cost to pack and | 
DP iintiasinnseitciakicbokabid 5.00 | 100.0} 6.27] 100.0] 6.85| 100.0 | 3.50 | 100.0 
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From table 16, one may see that, for the 1954 pack of cling peaches, the 
eanners’ costs for the raw product and labor combined was less than the other 
costs in the aggregate. Such was not the case with apricots, and Bartlett pears, 
In canned tomatoes, the labor cost exceeded the raw product cost to the canner; 
but for the three canned fruits, the labor cost was half as much or less (in terms 
of percent of total cost) as the raw product cost to the canner. The raw product 
cost, as a percentage of total canners’ cost to pack and sell the 1954 pack, was 
81.4 percent for cling peaches, almost 35 percent for apricots, about 39 percent 
for Bartlett pears, and 18.2 percent for canned tomatoes. The importance of 
costs in addition to those for labor and raw product is indicated by the following 
other costs as percentages of total canners’ cost to pack and sell: 55 percent for 
cling peaches, 48 percent for apricots, 44 percent for Bartlett pears, and 57 per- 
cent for canned tomatoes. 

In the fruit and vegetable canning industry on the Pacific coast, production 
workers in most part belong to labor unions which negotiate wages for their 
members. West coast cannery workers in 1945-46 received an average of 85 
cents an hour, but during the next 10 years received wage increases amounting 
to 75.5 cents per hour and fringe benefits equaling 3.9 cents per hour. Thus, by 
1955-56, wages per hour for cannery production workers almost doubled during 
that 10-year period. The annual wage increases to Pacific coast canning indus- 
try production workers from 1945-46 to 1955-56 are summarized as follows: 


TABLE 17 


Wage increases Fringe increases 














Year | | | 
Average dol- | Percent of | Average dol- | Percent of 
lars per hour wages | lars perhour| wages 
| | | 
ee a a TERE p Mickel | a | ea et a 
1945-46 _ a. $0. 100 | BSF tessa ee 
1946-47_ , i 085 8.9 $0. 018 1.70 
1947-48__- . 120 TES flees Fa8.4 p28) oot 
1948-49_ , nel .070 | 6.0 | = a eee 
1949-50_ Ls sbtec sack ae my 006 | .49 
1950-51_..._.- a . 060 | 4.9 : : 2 
1951-52___- 2 . 100 | W496 \seszc pestdenses 
RSS Ae eee a ee che Senne - 060 | 4.3 | 0075 51 
No  nten Ce cau mbas 085 | 5.9 006 40 
NOsi-56.. 2... ee ee, een heb Bae ates = . 0015 .10 
EE eee ae tonne eeeeee nee --| 075 4:90 -fsscccccccsce peeses Lot 
el es 
ne Gren ek ao eee ees aes | S10 taticcec Sse - 0390 | 


It should be noted that although substantial wage increases occurred, labor 
costs as a percentage of total manufacturing costs of canned fruits in the repre- 
sentative sample reported on earlier declined from 20 percent in 1946-47 to 18 
percent in 1950-54. During that period, according to U.S. Bureau of Labor 
Statistics, output per man-hour for the canning industry as a whole increased 
some 34 percent. 

Some significant cost and price data from a few of the larger canners on their 
nationally advertised brands of cling peaches and tomatoes can be compared with 
the retail selling prices of the corresponding brands. The retail prices during 
January—March 1955, from leading chainstores and wholesale-retail groups were 
matched with their f.o.b. prices. The retail average prices are only suggestive, 
because they reflect from one to three organizations( not all stores sold the same 
brands or quality of each product). The results (table 18), however, are indica- 
tive of the general situation. 
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TABLE 18.—Nationally advertised cling peaches and tomatoes purchase price, 
selling price, and gross margins, January—March 1955 


| Cling peach | Tomatoes 
halves, | fancy, wiole, 
No. 24¢ can | No. 303 can 





Cents per can 


Price DANG %6 arOwer 16 YW PROCUICK. .. 0 5 65 eis eed cdnanndess ene nncnesesh 6.8 | 3.2 
Canners’ selling price, f.o.b_-_--- Va sii eck soak Netae ae and acne 24. 6 | 18.3 
. , a no 
NE, IS NE 5 ct ecknnnidaepeind ane =aemain scaegs 17. 8 15. , 
Retailers’ selling price_ ; : ee Se ae ee ; a moact 37.0 | 24.9 
Distributors’ gross margin--_------ bas PTE eA ee ab aneardehaee aan 12.4 | 6.6 


As a percentage of retail selling price: | 


| 

' 
(1) Price angel dt aha anlenedlg names Moeaanen cde ere mcteae aaiehSoe ey bomen mae 18.4 | 12.5 
(2) Canners’ gross margin. isi deidda dbetic~ oss Gedcuswatiednabeaoahins ‘ 48. 1 61.0 
(3) Distributors’ gross margin____- Suit beemancaatai a 33.5 | 26. 5 


ONG cb suit sceneadelculcoebean Vaeeenteke Saedianceiendbabaamocses 100. 0 | 100.0 


The above tabulation indicates that during early 1955, for nationally adver- 
tised cling peaches, the price paid to the grower for the raw product was equiva- 
lent to 18.4 percent of the retail selling price; the canners’ gross margin was 
48.1 percent, and the distributors’ gross margin was 33.5 percent of the retail 
selling price. Comparable data for nationally advertised canned tomatoes show 
12.5 percent for the raw product, 61 percent as the canner’s gross margin, and the 
distributors’ gross margin as 26.5 percent of the retail selling price. 

Data from three of the major retail grocery chains were used to compute their 
average prices and margins for the periods May—June 1950, and January—March 
1955. The results, for lower and higher priced brands, are as in table 19. 














TABLE hains average purchase and selling prices and margins, May—June 
1950, and June—March 1955 
l | 
Peaches | Tomatoes 
eras SS a ania 
| Lower priced | Higher priced| Lower priced | Higher priced 
brand brand brand brand 
sisters seas lp dpm aera ae ae ie 
4 7 | 
Can size, 1950-51_ _- Miciale brat fo sei No. 24% No. 2% | No. 2 No. 2 
Can size, 1955_ - ; 7 awd No. 232 No. 234 | No.303 | No. 303 
| | 
Reema oeneetne ee 
Purchase cost per can (cents): | | 
May-June 1950_ a eaten 17.9 18. 5 | 10.7 13.7 
January-March 1955. _- end : 23.7 | 24.8 | 11.4 14.7 
ene Cote —n ee ———— 
Change, 1960 to 1955... ................ +5.8 +6.3 +.7 | +1.0 


Selling price per can (cents): 

















May-June 1950 iwilacaokaad irarauaen 22. 1 23. 13.7 17.6 
January-March 1955... 27.6 29.5 | 13.6 | 18.3 
 cnaciaeiplianaliceia et cole sl encased be anes 
Change, 1950 to 1055..................... +5.4 +6.1 | —.1 +.7 
— ——————— ————_———— — — = = — —— 

Margin per can (cents): | 
BS Is dass oka. Ss. - aieiesss 4.2 4.9 3.0 3.9 
COTE DE OO TIN oo 5 5 on isin ces cscsnss 3.9 Qo8: 2.2 3.6 
Chatias, 1000 05 BOB snc nncicdccvccddiak —.3 | —.2| —.8 —.3 
 ———_——— = } = =| = === == 

Margin as percent of selling price: 

May-June 1950... etanalen oe anhn soe 18.9 21.2 | 20.8 22. 4 
January-March 1955...--_--------------- ; 13.6 15.6 14.9 | 8.1 
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It may be noted from table 19 that for both canned peaches and tomatoes, the 
retail chain margins in January-March 1955, were lower than in May—June 1950. 
This occurred in both the absolute margin in cents per can and in the relative 
margin as a percentage of the chain retail selling price. Also, it may be noted 
that the margins had declined substantially. In both peaches and tomatoes, the 
retail chain margins (cents per can and percent of retail selling price) for the 
lower priced brand were narrower than they were for the higher priced brand. 
But to measure the final effect on net profits, it would also be necessary to take 
account of the rate of inventory turnover for the lower and higher priced brands, 

SEC and FTC measures.—The above review of canners’ costs and profits, as 
well as distribution margins, reflect special studies of the fruit and vegetable 
eanning industry. To compare, in broad terms, returns from manufacture of 
food products with returns from all manufacturing industries, data from the 
Federal Trade Commission and the Securities and Exchange Commission may be 
used. Some such data are summarized in table 20. There are shown profits as 
a percentage of stockholders’ equity and profits as a percentage of manufac- 
turers’ sales, each before and after taxes. 

During the several years after the war (1947-49), profits as a percentage of 
stockholders’ equity in the food and kindred products industries were about the 
same as in all manufacturing industries. But in those same years, profits as a 
percentage of sales in the food and kindred products industries were considerably 
less than in all manufacturing industries. Since 1950, however, the food indus- 
tries experienced smaller profits, both as a percentage of stockholders’ equity 
and as a percentage of sales, than did all manufacturing industries as a group. 
No persistent differential trend during the period is evident; the spread tended 


to narrow from 1950-52 to 1954, and then in 1955 widened to near the earlier 
amount. 


TABLE 20.—WNet profits as a percentage of stockholders’ equity, sales for food and 


kindred products and all manufacturing industries average, 1947-52, annual, 
1953-55 


Average 
Item 1953 1954 1955 


1947-49 | 1950-52 


Food and kindred products: 
Profits as percentage of— 
Stockholders’ equity: 
SE IE Sl sec ca can Uw nknpeanaimaeee 23.5 
PP RUNNO S . occiccscucisexccctnisscncwncicseesecséas 14.0 
6 
3 


_ 


No © 
aco aw 
— 


wr. 2S 


— non 
_ 


ne COS 
-_w md 
— 


Sales: 

I co aes 
After taxes_______- 

All manufacturing industries, except newspapers: 
Profits as a percentage of— 

Stockholders’ equity: 

Before taxes. ..........-- eine pentane 23. 

MIR aid oo rcicemsee case cosaseeewetasaces 14. 

Sales: 

ST a OTT IIA EERE LRE TE 10. 

After taxes 6. 


pom gy 
Coo oo 


an or 
— pa 
op BB 
do “In 
- 
po SB 
wre aw 
a 
ao SH 
a- oom 
— eh 
:S PS 
> oO ao 


Sources: Computed from data in the “Quarterly Financial Report from Manufacturing Corporations,” 
1947-55 issues, published by the Federal Trade Commission and Securities and Exchange Commission, 
“The Marketing and Transportation Situation,” USDA, AMS, MTS-122, July 24, 1956. 


What is apparent, however, is that the level of relative profits and earnings 
in the food industries during the period tended to be less than in all manufac- 
turing industries as a group. 

Dun & Bradstreet measures.—The costs, income, and margins reviewed so 
far for the fruit and vegetable canning industry refer to results obtained from 
various special studies. Now we turn to consideration, in somewhat more de- 
tail, of the financial operations and status of fruit and vegetable canners. The 
period of special interest includes a number of recent years. Some pertinent 
results are shown in table 21. There are given 14 important median ratios, as 
issued by Dun & Bradstreet, the authoritative mercantile firm. The number of 


firms on which the ratios are based varies from 24 to 30, as indicated for the 
respective periods in table 21. 
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Median ratios may be used to measure average performance and status of the 
industry. The median ratio is considered as a representative average. For 
example, to obtain the median ratio of “net profits on net sales” for a given 
year, that measure for the respective number of firms in that year is arranged 
in a graduated series with the largest ratio at the top and the smallest at the 
bottom. The median ratio of “net profits on net sales’ for that year, then, is 
the ratio halfway between the top and bottom. In such manner, median ratios 
are obtained for each of the 14 performance measures. 

The ratio measure of “current assets to current debt” varied from 1.98 in 1953 
to 2.35 for 1951. Current assets in relation to current debt declined from 1951 
to 1953, but then increased. In 1957, this ratio exceeded any previous year 
since 1951. 


TABLE 21.—F ruits and vegetable canners—14 median ratios 





1953 1954 1955 1956 | 1952-1956} 1957 






5-year 
average 
Neer OF COUIONIIG onic cc ceccmedenscicse number-. 24 28 30 30 27 29 
1, Current assets to current debt. _._....._- times_.| 1.98 2. 06 2.12 2.03 2. 05 2. 24 
2. Net profits on net sales. ._..........-.- percent__ 2.14 2. 40 1.71 2. 92 2. 34 1. 46 
3. Net profits on tangible net worth....._._- a 6. 97 7.02 4. 88 5. 39 6. 32 3. 55 
4. Net profits on net working capital._.......do._..| 10.51 13. 56 9.71 11. 07 11. 66 6. 85 
5. Net sales to tangible net worth_.-......__ times__ 3.31 3. 16 2. 98 2.77 3.12 2. 60 
6. Net sales to net working capital_........_- ae 4.91 5. 62 4. 62 4. 87 5. 04 4. 69 
7. Average collection period...........-...-- days..| 19 22 21 16 19 21 
8. Net sales to inventory. .................. times..| 3.7 3.6 3.6 3.7 3.6 3.6 
9, Fixed assets to tangible net worth---_-- percent__| 61.1 56.8 50.0 47.2 53.4 45.3 
10. Current debt to tangible net worth. -_.--_- do_....| 61.0 51.4 49.2 50.7 52.2 43.7 
11. Total debt to tangible net worth_.__.__._- do....| 123.2 75. 5 111.7 77.5 92.9 73. 4 
12. Inventory to net working capital_.......- do_...| 149.7 139. 1 144.4 155. 0 146. 5 147.7 
13. Current debt to inventory_............--. do....| 66.1 54.9 61.7 67.7 62.7 57.6 
14. Funded debt to net working capital_-_-____ Gininak “Ge 38.9 44.4 34.1 38. 6 27.6 


Source: Foulke, Roy, “‘Land in Our National Economy,” 1958, and ‘‘Current Trends in Terms of Sale,’’ 
1959. Published by Dun & Bradstreet, Inc. 


The median ratio measure of “net profits on net sales,’ which may be viewed 
as one of the more significant ratios, changed from 2.92 percent in 1956 to 1.46 
percent in 1957. The ratio trended down from 1951 to 1953, increased in 1954, 
and then dropped sharply in 1955. The year 1956 reflected an increase to 2.92 
percent, only to recede to 1.46 percent for 1957. What is evident is the extent 
to which “net profits on sales” may fluctuate from year to year. The fruits 
and vegetables canners’ 5-year averages from 1951-55 and 1953-57 which com- 
pare with five other manufacturing lines in the food industry are indicated 
in table 22. 


TABLE 22.—Net profits on net sales median ratios, 5-year averages, 1951-55 and 
1953-57 


{In percent] 





Line of business 1951-55 1953-57 
Prin ak wages: CORR is. datinccticctsessdusinecnlsiniemnscmienes 2. 33 2.09 
Sit cach Daatates +eeeiagdnecden oaepeuasteanicbmaan ee 1.92 1.91 
Osc cunntckinnnnges oteitwcenys ounbnahnucagdaeasmucns 2. 78 2.07 
CIO D6 iis oat icdedpeWecnadincnadataumathe 2. 38 2. 16 
Meats and provisions: Packers.....................-... . 67 . 76 
Soft drinks and carbonated water: Bottlers 3. 64 4.55 





Source: Dun & Bradstreet, Inc. 


Of some interest is the item “average collection period,” which reflected some- 
what an uptrend during the 5 years from 1951 to 1955. In 1951 and 1952, the 
“average collection period” for fruit and vegetable canners was 13 and 17 days, 
respectively ; by 1954 and 1955, the “average collection period” had lengthened 
to 22 and 21 days, respectively. In 1956, the measure dropped to 16, only to 
increase to 21 for 1957. 
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“Net sales to inventory” has remained rather stable during the 5-year period, 
at a ratio of about 3.6 times. This ratio appears to be the most stable, from 
year to year, of the 14 ratios listed considered here. The other ratios reflect a 
major characteristic of the fruit and vegetable canning industry, a tendency of 
fluctuation from year to year in earnings and financial position. 

Although variability over time in financial position is characteristic of the 
fruit and vegetable canning industry, the experience also varies among firms in 
the industry. There is a spread or distribution among the different firms with 
respect to the experience encountered in any given year. This is indicated by 
the figures in table 23, where are shown limits of the upper and lower inter- 
quartile ranges of the industry (along with the median ratios) for each of the 
14 performance indicators for the year 1955. From inspection of the inter- 
quartile ranges for the 14 ratios in table 23, it is evident that there is consider- 
able difference in the financial situation and experience of the concerns covered 
in the compilation. In the “net profits on net sales” ratio with a median of 1.71 
percent in 1955, for example, 25 percent of the fruit and vegetable canning con- 
eerns covered had a net profit on net sales of 0.57 pereent or less while 25 percent 
of the firms covered has a net profit on net sale of 4.58 percent or more. 

Similar divergence is eviednt in others of the 14 ratios listed. For example, 
the “average collection period,” with a median of 21 days, has a lower quartile 
of 41 days and an upper quartile of 12 days. The importance of an average 
waiting period for payment of 12 days contrasted with 41 days is evident. 
Finances are tied up or frozen very much less in the former than in the latter. 
Another measure reflecting divergence in the tieup of capital is the “net sales to 
inventory ratio” with a median of 3.6 times. But the lower quartile was 2.5 
times, and the upper quartile was 8.2 times. The latter figure reflects a much 
greater sales movement in relation to inventory. Thus the data in table 23 
emphasize the significance of supplementing average industry performance fig- 
ures with information on the extent to which variations above and below the 
“average” occur in the industry. 


TABLE 23.—Fruits and vegetables, canners, 1955, 14 important ratios with 
interquartile range 


| | 
| Median Upper 
quartile | quartile 


Ratio | Lower 
| 


a Be po I ae a ee 


' 
1, Current assets to current debt (times) .............--- ee 1. 48 2. 12 4. 53 
2. Net profits on net sales (percent) _- o caal 57 1.7 | 4. 58 
3. Net profits on tangible net worth (percent) _.__ cache eet 2. 54 4.88 9. 30 
4. Net profits on net working capital (percent).........-.-.-.-- nal 3. 80 | 9.71 14. 42 
5. Net sales to tangible net worth (times) , 5 anise ticuiadbok cas 2.22 | 2.98 | 3. 90 
6. Net sales to net working capital (times) _-—-----_- Se genaeaen 3. 31 4. 62 9. 06 
7. Average collection period (days) -_....-- ss Sma daaat 41 | 21 12 
8. Net sales to inventory (times) __- ius A anal 2.5 | 3.6 8.2 
9. Fixed assets to tangible net worth (percent) _-- simeiaiceie ki 75.0 | 50. 0 33. 2 
10. Current debt to tangible net worth (percent) _.--_-_- Silas 102.3 | 49.2 | 19.5 
11. Total debt to tangible net worth (percent)__.....-...-.--------- 164. 6 | 111.7 43.2 
12. Inventory to net working capital (percent) ‘ 284.4 144.4 87.0 
13. Current debt to inventory (percent)...................-..-.-- RP 87.0 | 61.7 43.8 
14. Funded debts to net working capital (percent). _-.........-.--..-| 64.8 | 44.4 25. 8 


Source: Foulke, Roy A.,‘‘ Twenty-Five Years of the 14 Important Ratios” (Dun & Bradstreet, Inc., 1957). 


When industry experience is considered, the average and variations above and 
below it, attention should not be limited only to the typical situation or even 
the bulk of the industry. As there have been a few firms which have excelled 
in relative earnings, each year sees some firms which meet financial disaster. 

To indicate the extent to which failures have occurred in the canning and 
preserving business (which is broader and more inclusive than fruit and vege- 
table canning), the Dun & Bradstreet record for 1940-58 is summarized in the 
table 24. For each of the 5 years, 1952 to 1956, from 19 to 29 firms were recorded 
annually with average liability varying from over $60,000 to almost $334,000. 
The reasons for failure are many; but major ones include incompetent manage- 
ment resulting in inadequate sales, competitive weakness, credit losses, inven- 
tory problems, heavy operating expenses, and excessive fixed assets. It is 
significant that although factors directly related to marketing were not the only 
cause for failure, they were the outstanding one (inadequate sales, competitive 
weakness, receivables difficulties, inventory difficulties). It is reasonably clear 
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that production is not to be overemphasized at the expense of marketing if 
successful fruit and vegetable canning operations are to be achieved. 


TABLE 24.—Failures in the canning and preserving industry, 1940-56 











Year Number | Liabilities | Average || Year ; Number | Liabilities | Average 
liability || liability 
ee eis 44 | $1,685, 000 $38, 240 |} 1950.......... 37 | $5, 953, 000 $160, 892 
ints tingling 23 600, 000 | 26, O87 et citi 19 2, 687, 000 141, 421 
1988....<- 11 | 762, 000 | 69, 273 WO ects al 23 | 2,144,000 | 93, 217 
| 5 368, 000 | 73, 600 CC 19 | 6,343, 000 | 333, 842 
Wis 5 873, 000 | 174, 600 |} 1954.........- 25 | 3,071, 000 | 122, 840 
iat 2 | 23, 000 11, 500 me | 19 2 799, 000 147, 316 
| ees 3} 2,371,000 | 790, 000 |! 1956... ..-.- 29 1,758,000 60, 622 
1947__. 25 | 8, 836, 000 353, 440 || 1957....------| 21 1, 965, 000 93, 57 
1008-05 27 | 4,869, 000 190, 333 |) 1958.........- 30 5, 233, 000 174, 433 
1949... 29 2, 520, 000 | 86, 897 | 





Source: Dun & Bradstreet, Inc. 


This record includes those businesses that ceased operations following assignment or bankruptcy; ceased 
witn loss to creditors after such actions as executor, foreclosure, or attachment; voluntarily withdrew leaving 
unpaid obligations; were involved in court actions, such as receivership, reorganization, or arrangement; or 
voluntarily compromised with creditors. 


SOME CONCLUDING COMMENTS 


In the preceding several sections were presented various aspects of the canned 
fruit and vegetable industries. With a history of rapid growth and develop- 
ment, the industry also may be characterized as one with further change and 
development in prospect. As market structures and institutions change, as 
technological developments progress, and as consumer attitudes and preferences 
take on modified and new emphases, there may be expected to result repercus- 
sions in the canned fruit and vegetable industries. Yet, with viability in the 
face of ever-changing circumstances, with alert and progressive firms in the 
vanguard, the fruit and vegetable industries can with confidence anticipate 
further growth and development. 

Such an evaluation of the fruit and vegetable industries outlook pertains to 
the longer run view. In terms of the current status, a number of issues and 
problems bear consideration in the light of current and prospective develop- 
ments. Some of such issues and problems have in other forms faced the canned 
fruit and vegetable industries in earlier years; currently, the issues and prob 
lems exist in a different marketing and economic environment. 

The productive capacity of farm output of fruits and vegetables for processing 
has not only expanded in recent years but is currently forging ahead even more. 
In some of the major canned fruits, nonbearing acreage is trending up. Coupled 
with yield trends in recent years, and there is no reason to believe that they have 
reached a ceiling, potential output available for canning may be viewed as on 
the uptrend at the farm or grower level. 

At the cannery level, available capacity may be viewed as being capable of 
being sufficiently flexible so that, aside from occasional bottlenecks due to spor- 
adically nonseasonal patterns of deliveries of products for processing, farm out- 
put for canning can be reasonably absorbed. Technological improvements in 
cannery operations, of which significant ones have occurred in recent years and 
still more can be expected, further lend capacity potential to fruit and vegetable 
eanneries. Thus, at the cannery as well as the farm level, technology *s playing 
a measurable role in expanding the supply of canned fruits and vegetables. 

The introduction of unit-cost reducing technology to improve yields per bear- 
ing acre and case yield per ton of raw product stems in part from the pressure 
of cost rates faced by both canners and growers. Break-even capacities and 
break-even prices are being edged up in the face of external developments the 
control of which are beyond individual growers or canners. This is occurring 
in the face of increasing supply pressure, noted above, and which tends to 
dampen the prices market outlets are prepared to offer for the increased vol- 
umes. Thus, both canners and growers, in a broad general way to which ex- 
ceptions certainly exist, currently operate in a conjuncture of supply pressure 
coupled with cost pressure. 
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The demand facing growers of fruits and vegetables for canning is directly 
related to the demand facing canners for the canned product, or what may 
be referred to as demand at the f.o.b. level. Numerous economic-statistical 
studies support the view that the industrywide seasonal average f.o.b. price for 
canned fruits and vegetables tends to be related to certain major influences as 
the quantity of the canned product sold, the level of national disposable income, 
and the level of prices of competing products. It is the interaction of such 
influences which in the main tend to determine the outcome of the industrywide 
seasonal average f.o.b. prices received by canners. The situation may vary 
or aberrate for particular intervals within the marketing season; but for 
the marketing year as a whole and on an industrywide basis, the season average 
price tends to be related to the above-mentioned influences. 

The f.o.b. market price relations indicated above reflect that there tends to 
exist a market relationship between the f.o.b. seasonal industry volume that is 
sold and the industrywide seasonal f.o.b. price. Further, the market situation 
in any particular canned fruit and vegetable product is influenced by the market 
situation in related or competitive products. Thus, there exists product as well 
as other types of competition. 

The uptrend in national income has tended to raise the f.o.b. demand for 
canned items, while the increasingly supply has tended to depress the market 
price situation. The price effects of competing products has varied depending 
on the particular product concerned; but generally, product competition has 
tended to increase with a resulting downward pressure on the f.o.b. market 
price. 

These relations pertain specifically to the f.o.b. domestic commercial market. 
Other market outlets include Government agency procurement as that by the 
Armed Forces, school lunch program, and also exports to other countries. These 
noncommercial and export outlets have been of considerable importance to some 
of the canned fruits and vegetables. Imports of canned fruits and vegetables 
do occur in some items, but for the product group as a whole imports have been 
relatively minor. 

The characteristics of the f.o.b. market situation sketched above are such 
that selling competition among canners is strong—competition in terms of 
products, grades, sizes, and quality, as well as price, and also in terms of 
transactions viability to attract sales. These characteristics of competition are 
built into and are an integral part of the industry; and in its present conjunc- 
ture, it is difficult to visualize a significant departure from the current pattern. 
In fact, if one were to project a material change, there are grounds for antici- 
pating an even stronger degree of market competition among f.o.b. sellers of 
eanned fruits and vegetables. The forms in which such competition could de- 
velop are many. But a significant point concerns the extent to which the bene- 
fits and the burdens of the competition are distributed among farmers, canners, 
distributors, and consumers. 


Mr. Roosevett. Dr. Hoos, part of this pressure from the supply 
side undoubtedly also helps create these associations that Mr. Bunje, 
for instance, has represented, and others will be before us representing. 

In your studies of those associations, have you made any studies to 
those associations as such ? 

Mr. Hoos. Yes, I have made studies of those associations as such. 
In fact, we are making a comprehensive study right now of bargaining 
cooperatives in general, and I have worked over the years with various 
cooperative bargaining associations, as I have over the years worked 
with canners. 

Mr. Roosrvett. Are you doing this as part of the research ? 

Mr. Hoos. Yes; it is something which 1s a part of our overall re- 
search program. It is of interest to us in terms of economics. And 
we also hope that at least in some small way it might be of some 
public service. 

Mr. Roosevett. My specific question would be whether or not so 
far in your studies you would be in a position to comment, one, as to 
whether or not these associations might tend, through their bargaining 
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processes, to eliminate the grower who was not in a position to either 
finance his cost of production per acre, or through lack of ability was 
not able to produce a crop equal to the crop of those more successful ; 
and, two, whether you thought that there was any reason to believe 
that in the board of directors of these associations, representation 
tended to be pretty much in the hands of the more successful or those 
who had been able to produce their crops on a less cost basis or a higher 
return basis. And whether or not, therefore, the representation of the 
association was perhaps limited to an undue degree to nonrepresenta- 
tion of the other members of the association. 

Would you care to comment on that ? 

Mr. Hoos. I would comment, sir; if you were to ask me can I fully 
document what I am going to say as a result of economic statistical 
studies, I would say I have not reached that point yet. I hope to in 
a reasonable period of time. But, based upon my general evaluation, 
I would say this, as I judge the situation. 

In my judgment, the various cooperative bargaining associations 
have not succeeded in establishing an economic environment whereby 
nonmembers could not continue to operate and operate profitably. 
Even with the existence of cooperative bargaining associations, there 
is an opportunity for growers who are not members of the association 
to continue in farming, and to continue profitably Whether that is 
good or bad is another question. But, as a matter of fact—and I think 
if one studies the record—one will find that some cooperative bargain- 
ing associations in the various crops do not succeed, for various rea- 
sons, and that even the successful ones do not succeed in capturing the 
entire acreage in the industry or the entire tonnage, for a mixture of 
reasons. 

Some growers, and in some industries a large number of growers, 
as I say in the document here, prefer to do businss otherwise So I 
have no reason to believe that cooperative bargaining associations will 
drive out or make nonprofitable the operation of people outside the 
association. And, in fact, if I might say, one can build a case that if 
the cooperative bargaining association becomes too successful, it may 
even discourage people from joining it, because people might tend to 
say, “I will stay out of the association, and enjoy some of the benefits 
of somebody else holding the umbrella.” 

What I would say is that for a cooperative bargaining association 
to operate successfully, it needs some sort of a minimum amount of 
the industry tonnage. But that minimum amount cannot be defined 
in any particular numbers. It varies by the type of crop and the 
situation. We have some bargaining associations that do not have 
as much as three-fourths of the tonnage, and they are operating rea- 
sonably well. And we have some bargaining associations that have 
as much as three-fourths of the tonnage, and perhaps are not doing 
so well. 

So I am not worried, or I am not concerned, and I see no reason 
to believe that cooperative bargaining associations will drive out of 
business farmers who, for various reasons, prefer not to join such 
associations. 

Mr. Roosrvett. Do you believe that the less productive or the less 
efficient members of such an association receive the benefits that they 
should receive from these associations ? 
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Mr. Hoos. As members of the association ? 

Mr. Roosevett. Yes. 

Mr. Hoos. As far as I know, as far as I can figure out, I cannot 
find any differential or distinctive effects, as far as benefits derived 
from such associations in what you call efficient or inefficient members, 

Mr. Roosevetr. In spite of the fact that Mr. Bunje testified this 
morning that 50 percent of his membership could live and make a 
profit under the price set by the association, and approximately 50 
percent could not? 

Mr. Hoos. In spite of the fact that Mr. Bunje said that. In the 
first place, I would not agree with Mr. Bunje that his association sets 
the price, point 1. Point 2—I would argue that there are people out- 
side the association who made money at this year’s price, and that 
there are some people outside the association that lost money at this 
year’s price. 

Mr. Rooseverr. Would you expand a little bit on point 1? That 
they do not set the price? 

Mr. Hoos. Yes. Mr. Bunje and his group represent what I would 
call the supply of the product. 

Mr. Roosrvett. The what ? 

Mr. Hoos. The supply of peaches for canning. And supply does 
not determine price. Supply only participates in the formation of 
price. Before the bargain is completed, there is a demand side of 
the market that must participate. And it is the interaction of sup- 
ply and demand which determines the price outcome. And Mr. 
Bunje does not determine demand. 

Mr. Rooseverr. But his acceptance of that bargain, does that set 
the acceptance for the nonmembers of the assocation, in your 
opinion ? 

Mr. Hoos. In my opinion, for the same grade and quality and so 
forth, the cooperative bargaining association, in clingstone peaches, 
does act as a price leader. As to » whether the price that results from 
the work of the association and canners, for all practical purposes, 
sets the industrywide average price, the answer is “Yes.” 

Mr. Roosrvetr. So, in other words, they, to all practical effect, are 
doing the work for the industry of reaching the final decision as a 
result of all these factors that affect prices—they are the leaders? 

Mr. Hoos. They have been doing that work for the industry. 

Mr. Roosreverr. They are the bargaining agent for the industry ? 

Mr. Hoos. On the supply side. 

Mr. Roosrvetr. Yes; I accept that. 

All right, sir. Now, on page 51 of your statement—I don’t know 
whether you have a copy of it handy—you put in a table which was 
of considerable interest to me, because I have heard so fr equently 
that the costs of the canner and the grower is seriously affected by 
the demands of labor. And you put in there the table which shows 
that organized labor from 1945 through 1956 received wage increases 


that amounted to about 7714 cents. And fringe benefits that amounted 
to almost another 4 cents. 


Mr. Hoos. Through 1955-56. 
Mr. Rooseveit. Then you went on to say: 


It should be noted that although substantial wage increases occurred, labor 
costs as a percentage of total manufacturing costs of canned fruits in the rep- 
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resentative sample reported on earlier, declined from 20 percent in 194647 to 
18 percent in 1950-54. During that period, according to the U.S. Bureau of 
Labor Statistics, output per man-hour for the canning industry as a whole 
increased some 34 percent. 


Mr. Hoos. Yes, sir. 

Mr. Roosrvett. Would it not be accurate to make the statement, 
therefore, that increases in wages of organized labor in this industry 
have not adversely affected the competitive position of canners? 

Mr. Hoos. I would agree with you, sir, if we could come to an un- 
derstanding what we mean by adversely. 

Put it this way. If canners could ‘have received the labor service 
at a lower price than they did, several things could have happened. 
There could have been incre eased margins or “decreased prices. 

The point I wanted to make in this statement was that; (@) wage 

rates did increase in cents per hour; (b) productivity of labor—not 

necessarily because labor got any smarter or worked any harder, but 
as a matter of fact because of this technology I referred to earlier— 
increased relatively more than the wage r ates. So as a percentage 
of the total cost, labor declined rel: itively. 

Now, can we say that that did not adversely affect the ie ay ae 
position of canners? I would say, as I interpret “adversely,” I don’t 
think it adversely affected the competitive position of canners, be- 

cause presumably these same wage rates for the same type of work 
were faced by all of the canners. And no one got a better deal than 
anyone else, because these were industry wide arrangements. 

So I have no reason to believe that this behavior of wage rates 
“" rsely affected the competitive position of canners. 

-. Rooseverr. I will personally agree with you. 

On page 62, table 24, it is of interest to note the wide fluctuations of 
failures in the canning and preserving industry. They go up as 
high, I believe, as 44 in 1940, and 37 in 1950. They go up as high in 
dollar liabilities of almost 9 million in 1947. But the interesting 
thing to me is that in 1958, which is the last year that you carry, they 
are up practically 50 percent in number, and very nearly four times 
in liabilities. 

Have you, in your studies, made any, or reached any conclusion as 
to the reason for this rather large jump up, both in numbers and lia- 
bilities? I have not got the figures for 1959. 

Mr. Hoos. The figures are not out, sir. 

Mr. Roosrverr. Do you know whether it is continuing along this 
line? 

Mr. Hoos. I do not know, sir, but you could find out from Dun 
& Bradstreet. 

Mr. Roosrvetr. To go back to my question, then, have you reached 
any conclusions as to the reason for this? 

Mr. Hoos. I haven’t been able to pinpoint any conclusions, except 
we know, based upon general economic studies and the situations, that 
1958 is what you would eall, on the street, a bad year, profitwise, for 
a lot of canneries. And this is reflected, as you point out, in terms of 
numbers, total liabilities, and average liability. 

Mr. Roosrvett. Does it have any Telationship to the unsound capital 
structure of the canning industry ? 
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Mr. Hoos. I don’t know. But I would suspect, from studying 
some other data that are in this report, that it has ‘something to do 
with—I wouldn’t want to call it unsound, but at least it has some- 
thing to do with—the financial operations ‘of those various canneries 
in terms of overextension of credit, in terms of extended collection 
periods, in terms of overpack, and. things like that. And I would 
say, “Yes.’ 

Mr. Roosevetr. Would it, in your opinion, be adversely affected by 
the unavailability of long- term capital to this industry, and there- 
fore the necessity in a bad year of meeting short-term capital de- 
mands ? 

Mr. Hoos. I don’t think so. I am not too confident on that point. 
I don’t think so. My general impression is that in this line of busi- 
ness, there is no particular shortage of long-term capital if there is 
an economically sound operational ‘plan and procedure. I don’t mean 
that anybody can get all the capital he wants. But I have no rea- 
son to believe that capital rationing is taking place in this particular 
industry any more than it is in industry in general. 

Mr. Roosrvetr. Do you have any figures available as to the capital 
conditions under which this industry operates—in other words, 
whether it operates on what I would call short-term bank loans, as 
against 25-, 30-, 40-year, long-term loans? 

Mr. Hoos. Ihave no ’specific information, except that a good many 
firms operate and rely heavily on short-term loans, one-season loans. 

Mr. Roosrvetr. All right. Now, if that is true, that the one-season 
loan is an important factor—and I assume you believe it is an 
important factor—then does not the increase of interest rates to a 
very considerable degree seriously affect the ability of the cannery to 
stay in business ? And does it not reduce his already rather tenuous 
margin of profit ? 

Mr. Hoos. Increased rates, of course, could. It is nothing more 
than another cog. But it is really no different than increased cost of 
labor, increased cost of cans, increased cost of cartons or labels, or in- 
creased cost of water. And I don’t want to—unless I knew more 
about the particular case—single out increased interest costs as a 
whipping post or as a special element. 

Mr. Roosrvetr. You have no figures as to the percentage of the 
increased costs ? 

Mr. Hoos. I have no figures on interest rates or terms experienced 
by canners in their borrowings. 

Mr. Roosevetr. If and when you do, I should be delighted to see 
them. 

Mr. Steed ? 

Mr. Streep. Dr. Hoos, in this tabulation here about the failures in 
the canning industry, do you have any information on mergers? 

Mr. Hoos. I don’t have any information in this document. I have 
read and heard about various mergers. And I think your commit- 
tee can get from the SEC merger histories of various types. And we 
have had some mergers in this State. 

Mr. Sreep. Would you say the number of processors has increased 
or decreased in total as to ownership ? 

Mr. Hoos. As to the number of firms, the trend of the number of 
firms in the industry is still downward, and has been for a good many 
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years. Over the years, we have fewer and fewer number of canning 
companies. 

Mr. Steep. Well 

Mr. Hoos. Not entirely due to merger, but partly due to going out 
of business. 

Mr. Steep. I gather from some of the comments you have made and 
from glancing through your report here that you sense that in this 
industry as it has grown there has also been a concentration of physi- 
cal, financial, and economic power at various levels in the industry, 
too, going along with that. 

Mr. Hoos. Well, I am not quite happy with the choice of your 
words, but I agree with the sense of your statement that over the 
years we have had fewer firms, fewer companies in the industry— 
over the years the so-called larger companies have tended to do a 
larger proportion of the business. And in that sense, concentration 
of volume of business has occurred. Whether concentration of eco- 
nomic power has occurred, or whether concentration of financial own- 
ership has occurred is another question. In fact, it is quite possible 
that there might have been a deconcentration of financial ownership. 
If you get these large companies with stock, and this stock goes on the 
exchanges, and the ownership is spread out, you actually might get 
more people owning the company rather than fewer people. But 
whether there is concentration of economic power, I don’t know. 
There certainly is concentration in terms of size, physical size and 
financial size. 

Mr. Streep. Would you like to make a comment on how far that 
trend would have to go before you would see danger in it? 

Mr. Hoos. It is a very difficult thing to comment on. I would say 
that I personally am not yet really afraid that we are at this point of 
what you would call danger. 

Mr. Roosevetr. If the gentleman would yield for a minute—Mr. 
Hoos, you wouldn’t want to leave the impression that because a com- 
pany had a lot of shareholders that that meant the company had less 
power in the industry ? 

Mr. Hoos. No. We are getting into a very sophisticated argument 
here. It would depend upon the activities and the voice and the 
effectiveness of the voice of the stockholders compared with the man- 
agement. 

Mr. Roosevett. Thank you, sir. 

Mr. Hoos. What I mean is it doesn’t have to go one way. 

Mr. Sreep. If matters of economic decision are to ie made each 
year by fewer and fewer people, you see no alarm in that? 

Mr. Hoos. No, sir, I didn’t say I see no harm in that. What I say 
is that at the point we are at now I don’t think the industry is in a 
dangerous position as of now. If we were to reach the point where 
we saw the three largest canners were taking 90 percent, then I think 
we would be—we potentially could face certain effects that we might 
want to think about. 

Mr. Streep. Do you have any statistical data that shows we are not 
headed in that direction, or have not been for a number of years? 

Mr. Hoos. No. In fact, the statistical data I have seen suggests 
we are headed in that direction. My point was I don’t think we have 
yet reached what I thought you meant by the dangerous point, the 
point of danger. But we are headed in that direction. 
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Mr. Sreep. I am just trying to find out if you had come to any con- 
clusion as to how near the danger point we might be. 

Mr. Hoos. No, I have not come to any conclusion. In fact, other 
things may also be happening. 

Mr. Streep. Are there any factors that you have seen that would 
indicate that the present diversity of control at any level in the in- 
dustry or at all levels has stabilized ? 

Mr. Hoos. No, I don’t think in any one of these things that we have 
reached a point of stabilization. I think this what I call ferment, or 
fermentation, or foment, is still going on. 

Mr. Streep. Then the “day might come when some of these dangers 
of concentration would be face to face with us? 

Mr. Hoos. Yes, sir; the day might come. 

Mr. Steep. Thank you, Mr. Chairman. 

Mr. Rooseverr. Mr. Moore? 

Mr. Moors. I don’t think I have any questions, Mr. Chairman. 

Mr. Rooseveit. Mr. Brown? 

Mr. Brown. Dr. Hoos, do you think that the price of canned fruits 
and vegetables at the retail store today is more or less than it was 10 
years ago? 

Mr. Hoos. Well, we have a lot of different products. We have 200 
different canned items. So let’s make a general statement. I would 
say this—that in general at least for the major canned fruits, in cents 
per can, compared with 10 years ago, which was 1948—when we were 
just coming out of the war period, and shortages still existed and so 
forth—that in general for the major canned fruits, in cents per can, 
the products are a better buy for the consumer now than they were 
then. 

Mr. Brown. That is not what I asked. What is the price compared 
to 1949? 

Mr. Hoos. Well, if you want 

Mr. Brown. Let’s take vellow cling peaches. 

Mr. Hoos. For yellow cling peaches I don’t have e any retail prices 
with me here, but the Bureau of Labor Statistics has prices, and there 
are industry prices available. 

Mr. Brown. What is your impression ? 

Mr. Hoos. My impression is that the price is not higher, and may be 
lower incents percan. That ispoint1. Andif I may finish—point 2 
in terms of real purchasing power, in terms of real price, if you adjust 
this price in terms of income available, and so forth, canned fruits 
and vegetables are a much better buy today—I don’t want to sound 
like a salesman—but it is a matter of fact, that in real terms, canned 
fruits and vegetables are a much better buy than they were 10 years 
ago or 20 years ago. And to get back to the thing I must plug and 
plug again, one of the most important things that is pushing that 
way is this increase in pressure of supply. 

Mr. Brown. Well, now, I like canned fruits and vegetables, ~ 
Doctor, and I think that the quality is a lot better today than its w 
10 years ago. Do you think that the producer is getting more or bite 
than he got 10 years ago, the farmer? 

Mr. Hoos. In terms of dollars per ton—I didn’t bring my price 
series here—it is readily available—in recent years he might be getting 
a little bit more than he got, in dollar terms. In real terms, com- 
paring it to his relative costs, I don’t think he is getting more than he 
got 10 years ago. 
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Mr. Brown. In other words, he is going backward a little bit. Now, 
do you think that the retail distributor of canned fruits and vege- 
tables is going backward, or is he making about the same amount of 
margin that he made 10 years ago? 

Mr. Hoos. The retail distributor, i in general, is pretty much about 
holding his own in terms of relative returns—pretty much—but possi- 
bly the margins, as a percentage of investment, or the margins as a 
percentage of overall amount ‘of business, may even be a little bit 
under what they were 10 yearsago. ‘There has been a tendency during 
the past decade for the margin, | the return as a percent of the volume 
of business during the year, to narrow. 

Mr. Brown. Well, but grosswise, his markup is about the same or 
maybe a little bit better than it was 10 years ago, isn’t it? 

Mr. Hoos. Not necessarily. 

Mr. Brown. Well, we had figures to that effect this morning. Do 
you question those figures ? ? 

Mr. Hoos. I would want to see the figures. I may question them. 
Ido that quite often. [Laughter. ] 

Mr. Brown. I do, too. 

Mr. Hoos. But if you look at the margins in terms of percent of 
selling price, you will find that they are not larger than 10 years ago. 
They may be larger in terms of cents per can. 

Mr. Roosrvetr. But that goes against the generally accepted theory 
that when your volume increases your percentage per dollar of sale 
is going to go down, and that that is the point of increasing your 
volume. So that doesn’t really mean you are doing any worse. 

Mr. Hoos. I didn’t say you were doing any worse. I didn’t say 
anything about profits. I was trying to answer the gentleman’s ques- 
tion. 

Mr. Roosrvett. I think the gentleman’s question was directed at 
the relative position of the margin. 

Mr. Hoos. The percentage margin is about the same or a little bit 
less for canned fruits and vegetables today compared with 10 years 
ago, on a national basis. 

Mr. Brown. Well, now, I have not, of course, gone over thoroughly 
every word of this very fine material that you presented to us but I 
get the impression that even though your figures are not up to date, 
they stop at about 1954 or 1955. I think, in this presentation, your 
figures show that the farmer’s share of the total consumer price was 
less in 1955 than in 1951. That labor is getting the same. And that 
container and all other costs, and that would include the retail margin, 
is getting about 10 percent more. 

Mr. Hoos What table, sir? 

Mr. Brown. Page 45, table 13. Isn’t that correct? 

Mr. Hoos. But, sir, these are canner costs. 1 understood your ques- 
tion to apply to distributors, particularly retailers. 

Mr. Brown. These are canner costs ? 

Mr. Hoos. These are canner costs. And what you say is correct 
for canners costs. I didn’t understand your question to apply to 
canners. I understood your question to apply to retail distributors. 

Mr. Brown. Well, I was going on some figures that Mr. Bunje gave 
us this morning from the A. C. Nielsen Co .» In which gross profit 
margins on peaches, at least during the past 4 years, have remained 
rather constant. 
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Now, during that period, we have seen the growth of the super- 
supermarkets, with their huge advertising budget and we hear the con- 
tention that because of this tremendous increase in size and investment 
a more efficient method of food distribution results. 

Do you think it is a more efficient way to distribute food ? 

Mr. Hoos. Than the way we used to distribute it ? 

Mr. Brown. Yes. 

Mr. Hoos. I would say up to a point, and we have not reached that 
point yet—that for the same type of food products, the present system 
is a lower cost system, and more efficient in that sense—lower cost 
per unit than it was under the system where we had smaller stores, 
many wholesalers and so forth. 

Mr. Brown. All right. If that is true, why is it not possible for 
these distributors of these canned fruits and vegetables to make a 
profit on a lower margin at retail ? 

Mr. Hoos. Maybe they can. I am not saying they cannot. Maybe 
they can. 

Mr. Brown. But they are not passing those savings from new-found 
efficiency onto the consumer, then. 

Mr. Hoos. Maybe, maybe not in part. On the other hand, if you 
look at their earnings statements, you will find that their returns also 
are at a rather narrow level of operation. If you look at the return on 
investment, or returns as a percentage of total sales from that block 
of business, for these large supermarkets, you will find very low, nar- 
row returns. 

Mr. Brown. Well, then, it must not be too efficient, then. 

Mr. Hoos. No, sir—you are confusing cost and efficiency. Those 
are two different things in economics. 

Mr. Brown. Well, now, we have this statement. We will get at it 
this way: 

Presentations made by the A. C. Nielsen Co. of Chicago before the Cling 
Peach Advisory Board over a period of 10 years, shows that the gross profit 
margin on peaches in chainstores have varied from 24 to 19 percent. During 
the past 4 years, the margin has varied from 22.4 to 19 percent in the chains, 
and from 23.9 to 18.5 percent in independent stores. 

There is just no appreciable difference between the chains and the 
independent stores in the markup. 

Mr. Hoos. Oh, I would want to go over those figures. But I think 
one can document the fact that, in general, whether it is good or bad 
is another question—but, in general, the large scale chainstores tend 
to receive smaller percentage markups than the independents. 

Mr. Brown. Now, I want you to prove that. 

Mr. Hoos. I will prove that by the very figures that are referred to 
in that statement. 

Mr. Brown. All right. 

Mr. Hoos. And I will take the data over a period of years. 

Mr. Brown. Now, that is a general conclusion of people. But here 
is one instance. I have seen it time after time. I have seen the good 
independent local chain absolutely run the big national chains out of 
business in a given market. 

Mr. Hoos. Yes. That is one of the reasons I wasn’t worried about 
this danger point we mentioned earlier. 

Mr. Brown. But you are backing up now. 
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Mr. Hoos. No,Iamnot. Iam not backing up,sir. You are chang- 
ing your question. 

Mr. Brown. All right. Let’s restate it, then. You said that from 
these figures that you could prove that the big chain operations are 
accepting lesser margin. 

Mr. Hoos. What I said, from those figures one can show the re- 
lationship for what are classified as chainstores, and those figures are 
not broken down into large and local chains—but if you take the 
Nielsen figures, which are classified by chain and independent, if 
you take a spread of experience, you will find a tendency for chains 
to take somewhat smaller percentage markups than independent stores. 

Mr. Brown. Well, I respectfully suggest, sir, that unless you could 
document that, it should not be accepted as evidence before this 
committee. 

Mr. Hoos. That is quite all right, sir. 

Mr. Brown. Now, one other point here. Do you think that the 
consumption of canned fruits and vegetables per capita has increased 
during the past 10 years ? 

Mr. Hoos. Sir, I will look at the tables, because I don’t try to re- 
member all these figures. 1 would go batty if I tried to remember 
all these things. 

Mr. Brown. I gathered that from your table 3 on page 28. 

Mr. Hoos. Yes, sir. Canned fruits and canned vegetables still 
are in what you might call an uptrend phase, on a per capita basis, 
which means that on the aggregate it is up even more. 

Mr. Brown. Is the per capita consumption of cling peaches in- 
creasing ¢ 

Mr. Hoos. Of course it is highly variable from year to year, but if 
you take a long enough period so you can talk about a trend, I would 
say the trend is still slightly up. 

Mr. Brown. Now, were you in on the negotiations of the association 
with the canners that established the price for the cling peachpack 
in 1956? 

Mr. Hoos. No, sir, I am never in on any negotiations. 

Mr. Brown. Did they come to you for information ? 

Mr. Hoos. Yes, sir. 

Mr. Brown. And for advice and counsel ? 

Mr. Hoos. For counsel—I am not so sure it is advice. 

Mr. Brown. We had a little problem this morning. We couldn’t 
figure out why in 1956 the peach growers received $77.50 a ton for 
their peaches, when they had a bumper crop of 21 million cases, but 
in 1959, when they anticipated that the crop was going to be about the 
same size, and the per capita consumption you said had been going 
up 

Mr. Hoos. The trend is up. 

Mr. Brown. And we have about 9 or 10 percent more people in 
this country than we did in 1956—why the growers just received 80 
percent of the price they got in 1956. How do you explain that? 

Mr. Hoos. Well, I never try to explain why growers get certain 
prices or why they do certain things. I presume that in each year 
the growers do the best they can for themselves, as they should. And 
growers were able to receive, as a result of supply and demand, the 
higher price in the earlier year; and they were forced to receive the 
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lower price again as a result of supply and demand, as they saw it, 
at the time the later negotiations occurred. 

Now, it may have been that if the growers and the canners could 

have seen the future, the result might have been different. That is 
roint 1. 
Point 2, these prices occur in specific years. It might well be— 
I don’t know what is in the growers’ minds—but it might well be the 
growers would say to themselves, “Well, we are not in business just 
this year. We want to maintain our market position. Maybe we 
could get 50 cents a ton more or $5 a ton more. But we don’t want 
to be pushed out of the market by our neighbor across the street, 
who is selling something else.” 

So, growers, for very good rational economic reasons, may be 
willing to accept a so-called lower price this year, so they can con- 
tinue to enjoy an expanding market, because growers in this State 
have learned to realize that they must compete for the housewife’s 
dollar, and that if they get a higher price, that doesn’t mean they 
will get a higher profit—particularly in the longer run. 

Mr. Brown. Wait a minute. Wasn’t the per capita consumption of 
yellow cling peaches greater in 1956 than it was this year or any year 
since 1956 ? 

Mr. Hoos. If you study the data, sir, you will find out that the 
yellow clingstone peach has been enjoying, or, rather, has been suf- 
feri ing from something else that has been happening. We have been 
having increased packs and increased consumption of freestone 
peaches. We have been having increased packs and consumption of 
year's. 

Mr. Brown. You just told us the per capita consumption of yellow 
clings had been going up. 

Mr. Hoos. I said moderately, sir. 

Mr. Brown. It hasn’t been suffering? It hasn’t been going down? 
Mr. Hoos. It depends to whom you are talking. But it may well 
be—and I can’t read the minds of the clingstone peach growers—that 
they don’t want to see their relative position in the market lost. 
They don’t want to be held to a 17 million pack. They want a 20 
million pack, 21 million pack. 

Mr. Brown. Do you think they are happy with 20 percent less 
price than they got 4 or 5 years ago? 

Mr. Hoos. I don’t know, sir. I am not concerned with whether 
the grower or the canner is happy. If I did, I couldn’t stay in this 
business. 

Mr. Brown. What is your explanation for the fact that the price 
on canned fruits and vegetables has remained constant or just gone 
down maybe 3 or 4 perc ent, while the grower keeps getting less yand 
less? Who is getting the difference? ‘What is your explanation for 
that? 

Mr. Hoos Well, if there is a difference, as we suggested earlier, 
the consumer is benefiting. As we said, the consumer is getting 
Mr. Brown. How is he benefiting? He is paying the same price. 

Mr. Hoos. He is paying a lower price in real terms. 

Mr. Roosevetr. Aren’t we talking about the same terms? The three- 
or four-tenths that the consumer is paying less is on the same basis as 
the 20 percent or greater that the producer is receiving? 
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Mr. Hoos. No; it may not be on the same basis, because the producer 
is faced with costs of production that behave differently than incomes 
or costs consumers face. Consumers can be getting in a relatively 
better position, while producers are getting in a  relativ ely poorer posi- 
tion, or vice versa. So there are these relative real factors to take into 
account. 

But to go back to this gentleman’s point—the price, in my judgment, 
is not determined by the seller of fruits for ‘anning, nor is it deter- 
mined by the buyer of fruits for canning. And it is a good thing that 
neither side determines the price. The price is the outcome of bargain- 
ing which reflects supply and demand. And if the actual price nego- 
tiation outcome gets out of line with what is a sensible economic out- 
come, an adjustment has to take place that year or a following year. 
And the basic market demand that the grower faces comes from the 
market demands that the canner faces. And these market demands 
that the canners face are not something that Moses brought down 
from Heaven, or not something esoteric or fancy. They are ordinary 
economic market demands that reflect consumers’ tastes and prefer- 
ences, that reflect the prices of competitive products, that reflect 
income. They reflect the behavior of your wife and my wife at the 
store. 

And it is this interaction of income, prices of competing goods, and 
volumes available for sale, that make up this demand. And this de- 
mand, interacting with supply available for canning, is what basically 
sets the economic price. And if the effective price, the price that comes 
about as a result of bargaining, departs significantly from that eco- 
nomic price, somebody is going to get hurt that year or the next year, 
because sooner or later there is going to be an adjustment back to the 
economic price. 

Mr. Brown. Well, it is just a matter of record that in the last 
5 years the per capita consumption of fruits and vegetables has in- 
creased. The population has increased substantially. The pro- 
ducers keep getting less and less. They are now getting about 80 per- 
cent of what they were getting. Their production ‘costs have in- 
creased. On the other hand, the canners and the retailers are getting 
more, or at least not getting any less. So it is clear the economic 
position of at least two ‘elements of the system, the distribution and the 
processing, have remained in better shape than the production element 
of it. 

Mr. Hoos. Sir, you sound just like a grower. [Applause.] 

Mr. Brown. Thank you, that isa gre at compliment. 

Mr. Roosevetr. Dr. Hoos, we will let you have the last word, and 
then we will goto Mr. Avery. 

Mr. Hoos. Sir, either intentionally or unc ) 
is the latter—you refuse to pay adequate attention to the point that I 
repeated as being very important, that is basically behind what is going 
on here. And that is the growing supply pressure, the fact that sup- 
plies of fruit available for canning are growing at a faster rate. And 
if you don’t think so, you look at the bearing acreage and the plantings. 

The fruit available for canning in tonnage | terms and in terms of pack 

per case is growing at a faster rate than the combined effects on 

demand of income and consumption. 
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Now, if you want to do something about this—assuming you do— 
and put this in another direction, you have got to take hold of this 
supply blade of the supply-and-demand scissors, and that is some- 
thing you refuse to recognize in this long exposition you gave. 

Mr. Brown. I just want to add this—that as far as the effective 
supply is concerned, after all the culling and the surplus disposal, the 
effective supply was just about 100,000 more cases in 1959 than it was 
in 1956, ae yet the growers got 20 percent less, and the retailers got 
at least the same, and the processors got the same. And I just want 
to know why those savings were not passed on to the consumer. 

Mr. Hoos. What savings, sir ? 

Mr. Brown. Well, they paid the growers 20 percent less. 

Mr. Hoos. How do you know they wouldn’t be passed on? The 
year is not over yet. 

Mr. Brown. Well, so far we have no evidence of it. 

Mr. Hoos. Wait until the season’s average market price for cling- 
stone peaches comes in at the end of the year, and after you hear 
some of the canners crying, maybe, you will see the savings. You 
are talking about savings, and we have no savings yet. 

Mr. Brown. The savings were effected when they bought the crop. 

Mr. Hoos. No. 

Mr. Brown. Twenty percent less to the growers. 

Mr. Hoos. You tell that to a banker who is financing the canner. 

Mr. Brown. Well, I still am not clear on where the difference goes. 
But I think we will find out before these hearings are over. 

Thank you very much. 

Mr. Roosrvert. Mr. Avery ? 

Mr. Avery. Well, Mr. Chairman, we have already been clear 
around in everybody else’s back yard, and now back to our own. We 
are primarily interested here in the problems of the small business- 
man, whether he be a distributor or a canner or what have you. 

In a short further reference to your table, Doctor, on page 62, that 
table is incomplete in one respect, and that is quite frequently the 
case when we talk about failures, which frequently is quite a fervent 
attempt to indicate the number of failures without giving any indica- 
tion as to the number of new businesses that might have come into 
being since then. 

I note here the greatest number of failures on that whole table was 
back in 1940, before we had or felt any influence from increased labor 
costs or increased cost of money, or capitalization problems as such. 

Could you tell us what has been the comparable history of new 
canneries during that same period? Has it been—have we got more 
or less than we had in 1940? 

Mr. Hoos. Number of canneries? I don’t really know. I have 
not seen the figures for some time. But I would suspect we probably 
don’t have significantly fewer, numbers of canneries—not numbers of 
companies. We don’t have significantly fewer. 

Mr. Roosrvett. Would the gentleman yield? 

Mr. Avery. Of course. 

Mr. Roosrvetr. The specific thing I think is important to bring 
out that you do have fewer companies, so therefore you have more 
concentration of control. Would that not be correct? You have 
more numbers of canneries but 
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Mr. Avery. Are you asking me or the witness? 

Mr. Roosevett. I am asking the witness. 

Mr. Avery. That is what I thought. 

Mr. Roosevettr. I am asking the witness. 

Mr. Hoos. He was talking in terms of numbers of canneries. 

Mr. Avery. Let us get back to the table. 

Mr. Roosrvett. What this committee is interested in is number of 
companies. 

Mr. Hoos. Yes; and this table refers to numbers of companies. 

Mr. Avery. All right. 

Mr. Hoos. In effect, I would suspect, not knowing the details, that 
most of these companies are single-plant companies. 

Mr. Avery. That they are mostly single-plant companies? 

Mr. Hoos. Yes; in this table. 

Mr. Avery. So it would be one and the same? 

Mr. Hoos. Yes. 

Mr. Avery. There has been also reference made several times to the 
discrepancy in the earnings of various members of the Cling Peach 
Producer Association—maybe at the price that was established at 
1959 approximately half of them made a satisfactory profit, whereas 
the other half possibly operated at a deficit. Is that too unusual in 
the perishable food industry, Doctor? 

Mr. Hoos. Well, it is not unusual in the perishable food industry 
in the sweep of history. 

Mr. Avery. That is my question. 

Mr. Hoos. It is not unusual. It is unusual in the perishable food 
industry in the postwar years. We have generally had a pretty good 
situation in this country in the postwar years; but people forget there 
was a prewar experience, too. That is point 1. 

Point 2, it is unusual, in the postwar years, I would say—although 
I cannot really document this—as far as cling peach growers are con- 
cerned. Given the data that are available, 1 would say cling peach 
growers as a grou 

Mr. Avery. Have had it pretty good? Isthat what you say ? 

Mr. Hoos. No, I didn’t want to say that. That as a group, the cling 
peach growers this year probably didn’t average out as well as the 
group averaged out over the last 8 or 10 years as a whole. But every 
year there are some guys that make money and some guys that lose 
money ; and if we ever reach the point where everybody made money, 
all the time, you better watch out. 

Mr. Avery. Well, that is exactly the point I want to make—com- 
ing from the State of Kansas where we have had a supported price of 
wheat in the memory of most farmers, where every producer got the 
same price and we had controls, but despite the controls we thought 
we had, we now have the biggest surplus in the history of the coun- 
try, basically a weak-price situation, and certainly not a very bright 
outlook for the immediate future. So all the answers, of course, are 
not to be found, we know, from experience in controlled production 
and support of price, because somehow or other it is pretty hard to 
keep those two factors in a compatible relationship by legislation or 
artificial price structure. That isall. 

I want to thank you, Doctor, for your testimony. We have enjoyed 
you as a witness very much. You have been very helpful to the 
committee. 








718 | SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 


Mr. Roosrveur. Mr. MacIntyre? 

Mr. MacInryre. No questions. 

Mr. Roosrveir. Well, Dr. Hoos, I want to thank you also on be- 
half of the committee for, one, your very complete presentation, and, 
second, for your w illingness to come before us and try to enlighten us 
in our efforts to get at the facts. 

I think the record should show that in the State of California in 
1949 there were 96 canning ¢ companies, and in the vear 1959 there were 
74, which is a significant decline. My only question to you would be, 
in light of your previous statement that you would agree there was 
a tendency toward an increased concentration in the matter of num- 
bers of companies in the business, and possibly 

Mr. Hoos. And in volume, too—relative distribution of volume. 

Mr. Roosevetr. Right; so that fewer people have control of more 
volume. 

Mr. Hoos. I think if we are not too meticulous over definitions, the 
general sense of your statement is something that I would agree with. 

Mr. Roosevetr. And the point of this committee natur ally is do we 
wait for the time when that danger point comes, when an undue con- 
centration brings with it the things we know are bad for the whole 
system, or do we try to find some point at which we say there must 
be stabilization or else? And you say you have not given too much 
thought to that. You would help, I think, your country, if you would 
give a little thought to that, because that is what this committee is 
seriously worried about. 

Thank you very much, Doctor. 

The committee will now hear from Mr. Alan Jensen, the secretary 
manager of the California Tomato Growers Association. 

Mr. Jensen, we want to welcome you. Would you let me swear you, 
please, sir? 

Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but. the truth, so help you God? 

Mr. Jensen. I do. 





TESTIMONY OF ALAN JENSEN, SECRETARY-MANAGER, CALIFORNIA 
TOMATO GROWERS ASSOCIATION, STOCKTON, CALIF. 


Mr. Roosrvett. Mr. Jensen, I believe you have a prepared state- 
ment. Do youcare to go right ahead with it, sir? 

Mr. JENSEN. Yes, sir. 

Mr. Chairman, members of the committee, my name is Alan Jensen. 
J am the secretary-manager of the California Tomato Growers Asso- 
ciation, Stockton. This association represents 1,200 growers, who 
produce about 75 percent of the tomatoes for processing in California. 

California is the largest producer of canning tomatoes in the United 
States. In fact, C alifornia produces about 65 percent of all the can- 
ning tomatoes in the United States. Tomatoes are the most valuable 
vegetable crop produced for commercial processing in California. 
The total value of the canning tomato crop to the grower is about $60 
million annually. The number of producers of tomatoes in California 
has been reduced only slightly in the past 10 years. The number of 
tomato processors has been reduced only slightly in the past 10 years. 
The number of case good buyers of canned tomatoes and canned 
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tomato products has been, according to available statistics, reduced 
considerably in the past 10 years. 

One of the purposes of this hearing is to develop information about 
the concentration of economic power in the buying of canned fruits 
and vegetables in the hands of a few so-called California Street buyers 
and the effect of that concentration on other segments of the food 
industry. 

The growers I represent do not have a direct contact with these 
California Street buyers. However, I believe this concentration of 
economic power in the hands of the few may well have been felt at 
the grower level for the past several years. Economic strength in it- 
self is not necessarily detrimental to a healthy competitive market. 
But, if this economic strength is being abused by the people who hold 
the strength, that correc tly should be a concern of this committee. If 
this economic strength results in the use of unethical buying practices, 
that also is the concern of this committee. Again we tomatogrowers 
have had no direct dealings with the California Street buyers. How- 
ever, some of the buying practices used by the group appear to be 
analogous to practices used by other segments of the canning industry 
against the tomatogrowers in this State in 1959. Perhaps a brief re- 
view of what happened to the tomatogrowers would bring this to 
light. 

Tomatogrowers, who are small businessmen, in an effort to operate 
at a profit, banded together to obtain a better price and contract. 
While their association’s efforts for recognition as the sales agent for 
the growers generally fell upon the deaf ears of the canners, most of 
these canners made promises, or verbal commitments, to the growers 
that they would take their crop at harvesttime. In doing so, they 
encouraged the grower to plant his crop. In the late spring, certain 
‘anners, apparently aware that total plantings to date were adequate 
to meet normal market needs, entered the field and again encouraged 
growers to plant more, even offering financial assistance. As harvest- 
time came ne: ir, the canners faced the problem of honoring their 
promises and commitments. Needless to say, there were many more 
tomatoes available than cannery capacity or the market could stand. 
Obviously, under a situation like this, the growers lost their bid for 
a better price. Also, they left a good share of their crop in the field. 
Can we not draw a comparison between this situation and the practice 
of “reservation buying”? In both situations, the buyer refuses to buy 
or negotiate for a firm price. Not just one buyer does this, but ap- 
parently those with economic strength set the pattern. 

Those in the business of producing tomatoes for canning have faced 
the same problems as other agricultural producers. If unethical buy- 
ing practices operate to depress the value of canned fruits and vege- 
tables then, of course, we as farmers are deeply concerned. We need 
all the gross income we can obtain. We are concerned about our 
dwindling profits. The income of the grower is derived by multiply- 
ing the price by the units produced. For the past 7 years the Cali- 
fornia tomatogrower has received a price varying from $20 to $22.50 
per ton for his tomatoes. During the same period, the average yield 
per acre has been 17 tons, with 4 of these years within two-tenths of a 
ton of the average. From this you can see that the gross income of 
the grower has not increased. But what has happened to his costs? 
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We pay considerably more for tractors, fertilizer, and all the products 
we buy. We also pay our labor about 20 percent more than we did 
7 years ago. Why aren’t we receiving more for our produce? The 
profit margin of canners during the past several years has been ex- 
tremely low. If canners are forced to sell their case goods at prices 
that result in these very, very slim profits, there is bound to be some 
impact on the farmer. Many processors find themselves in the posi- 
tion of selling their case goods on a reservation-buying basis. In order 
to move volume they must sacrifice a control over price. The con- 
centration of buying power in a few hands gives those few buyers a 
hold over nearly all other segments of the industry. Having to accept 
this means of selling in ontir to survive, leaves the processor little 
choice but to cut costs. But where does he cut? Raw product is only 
one of the processors’ many costs, but apparently the most vulnerable. 
Not all growers have been overly successful in obtaining their share 
of the case goods costs or the consumer’s dollar. In order to enjoy 
reasonable prices themselves, farmers selling to canners need to find 
their canners earning reasonable profits. This has not been the case, 

California agriculture and American agriculture are the grassroots 
of the huge food business. They have been slow to utilize the poten- 
tials they have available to meet the concentration of power and dis- 
cipline found higher up in the food business. By using marketing 
cooperatives, bargaining associations, and the like, they can partially 
offset this concentration. But we need help. We need protection 
from unfair trade practices. We need a more favorable climate in 
which bargaining associations may operate. We need permissive leg- 
islation in our Federal Marketing Act of 1937 that includes canned 
fruits and vegetables. 

We ask this committee to give serious thought to legislation which 
will give the industry an opportunity to operate in a truly competitive 
manner. 

Mr. Chairman, if there are any questions, I would be glad to answer 
them. 

Mr. Roosrvetr. Thank you, Mr. Jensen, very much, sir. 

I think that counsel first would like to ask you a few questions 
concerning prices in order that they may relate to some other infor- 
mation on their products that we have. 

Mr. MacIntyre. Last season, what was the average price per ton 
that the growers of your association received for their tomatoes ? 

Mr. Jensen. That is for the 1959 season ? 

Mr. MacIntyre. 1958-59—that is, the shipping season in 1958 and 
early 1959. 

Mr. Jensen. The 1958 crop sold in 1959. The price was $22.50. 
It might have varied a few cents. But $22.50 was the price that prac- 
tically all growers received. 

Mr. MacIntyre. That is $22.50 per ton for the fresh tomato. That 
is slightly over 1 cent per pound. 

Mr. JensEN. Yes, sir. 

Mr. MacIntyre. Can you relate that to—well, first, can you tell us 
‘what portion of a pound of tomatoes makes up a 30-percent solid in a 
14-ounce ketchup, tomato ketchup container ? 

Mr. Jensen. I am afraid I can’t answer that question. I am not 
that familiar with the canning business. 
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Mr. MacIntyre. You can’t relate, then, the prices of your tomatoes 
in this pack to the price you receive 4 

Mr. Jensen. No. It will vary tremendously with the different 
types of products. If it is juice, the cost per case of juice is one thing. 
If it is paste, it is altogether different. 

Mr. MacIntyre. I appreciate that. But, my question went pre- 
cisely to ketchup, 30 percent solid ketchup. 

Mr. JENSEN. y couldn’t answer that question. 

Mr. MacInryre. Let us try to relate something in the price of fresh 
tomatoes. You have given us the price at $22.50, as a little bit more 
than 1 cent per pound received by your growers. 

Can you compute quickly, the price, or make some comparison of 
that with the fresh fruit in the retail store? What was the price it 
was going for in the retail store? Let us take a chainstore, retail. 
About 35 cents a pound, wasn’t it, for a big part of the season ? 

Mr. JENSEN. It was that high during the biggest part of the season. 

Mr. MacInryre. And at 35 cents a pound, it would be approxi- 
mately $14,000 per acre, on your average yield, would it ? 

Mr. Jensen. That is right. 

Mr. MacIntyre. What did you growees actually secure in the way 
of returns per acre at $22.50 per ton % 

Mr. Jensen. Well, first, let me qualify it a little bit. I represent 
growers who sell strictly for canning, not for fresh market. But on 
that basis, the growers income per acre to the average grower would 
run slightly less than $400 per acre. 

Mr. MacIntyre. So for the canning, they secured about $400 per 
acre. Whereas in the sale of fresh fruit through the retailer, it was. 
$14,000 at 35 cents per pound. 

Mr. Jensen. Well, that wouldn’t all be returned to the farmer. 

Mr. MacIntyre. No, but what was the cost to your growers in the 
production of this tonnage per acre? 

Mr. JENSEN. Well, according to the statistics developed by the Ex- 
tension Service of the University of California, by our own associa- 
tion, and by various growers, the cost of producing the average crop,. 
17 tons to the acre, even in 1958, from a strictly business accounting 
point of view, exceeded the gross receipts. 

Mr. MacInryre. By about what percent? 

Mr. Jensen. Well, instead of putting it in percent—a 17-ton crop, 
they had to get about 2 tons—about 19 tons per acre to break even, and 
the States average was 17. 

Mr. MacIntyre. So there was a loss of about $45 to $50 per acre in 
the production. 

r. JENSEN. About $25, somewhere in the neighborhood of $25. 

Mr. MacIntyre. I believe that is all, Mr. Chairman. 

Mr. Roosevett. Mr. Jensen, to substantiate your statement that raw 
products are a very top part of the overall cost of the canned vegetables 
or canned fruits—the table that was submitted by Dr. Hoos for the: 
year 1950-51 shows raw products 37 percent of the total and 38 in 
1954-55. Canned fruits, 43 percent of the total in 1950-51, and 39 in 
1945-55. And they are larger—outside of labor costs, they are larger 
than all the other costs put together. So it becomes obvious this would 
be a place where naturally they would be inclined to seek to reduce: 
costsif possible. I would think that isa fair statement. 
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Now, you specifically asked this committee here to do some specific 
things. F irst of all, you say, “We need protection from unfair trade 
practices.’ 

Now, that is a term which is used quite broadly. And we have had 
a great deal of difficulty to pin people down in saying what are unfair 

rade practices. 

Would you feel inclined now, or perhaps at a later time, to give us 
as fulla definition of these unfair trade practices as you can ? 

Mr. Jensen. Well, I could give a specific example right now. 

We are finding i in the California tomato business at the moment 
that. some processors—and I don’t mean by any means only a big proc- 
essor—just a small percentage of the processors—are using means to 
encourage the grower to withdraw from his organization in order to 
get a contract for the ensuing year. In other words, discrimination 
against those growers who have organized into a unit to help them- 
selves. 

Mr. Roosrvett. How does he encourage him to do that ? 

Mr. Jensen. Well, in two cases both processors have apparently pre- 
y»ared the legal documents to be presented by the grower to his organ- 
ization to get out, to withdraw from the organization. And it is my 
understanding that it is given with this hand, and if you take it and 
sign it then you get a contract with this hand. They are apparently 
encouraging the grower to withdraw from his organization before they 
will give him a contract for the ensuing year. 

Mr. Roosevett. Is this on the premise that this results in greater 
ability to bargain by the canner as against the strength of the asso- 
ciation ? 

Mr. Jensen. If the canners deal with 1,200 or 1,500 separate growers, 
it is much easier bargaining than for 45 canners to deal with 1 organ- 
ization plus the nonmembers. 

Mr. Roosevett. If you can think of some specific examples at a later 
date, would you send them to us? 

Mr. Jensen. Yes: I would be glad to. 

Mr. Moorr. Excuse me, Mr. Chairman—you mean additional exam- 
ples of unfair practices ? 

Mr. Roosrvetr. Yes; unfair trade practices. Then you say, “We 
need a more favorable climate in which bargaining associations may 
operate.” 

Just on the surface, that would, I think, present an almost insolvable 
atmosphere for this committee to go forward, unless you could spe- 
cifically say how we could create that. 

Mr. Jensen. It follows in the same vein of the preceding one, of 
unfair trade practices. In other words, legislation prohibiting dis- 
crimination, specifically—bargaining associations would have a better 
climate in which to operate. 

Mr. Roosrvetr. So it relates back to the unfair trade practices? 

Mr. Jensen. Yes, sir. 

Mr. Rooseverr. Now, you mention that you need permissive legisla- 
tion in the Federal Marketing Act of 1937 in order to include canned 
fruits and vegetables. I gather now you are excluded from that. 

Mr. JENSEN. Yes, sir. 

Mr. Roosrvetr. Specifically ? 
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Mr. Jensen. The Federal Marketing Act of 1937, paraphrasing 
it, provides for marketing orders on a Federal basis. The law is very 
similar to our law in California. But it excludes all canned fruits 
and vegetables except canned olives and canned asparagus, I believe. 
I believe there are only two exceptions to it. It does exclude canned 
fruits and vegetables. 

Mr. Roosrvetr. Was there any reason for that then that is not in 
existence now ? 

Mr. Jensen. I couldn’t answer that. I don’t know what the reason 
was in 1937, other than lots of pressures, probably. But we feel, and 
I am sure the rest of agriculture feels the same way, that if we have 
the legislation available, if growers want to—this 1s a self-help pro- 
gr am—if they want a sur plus control program, it is available. As it 
is now, too many tomato growers or peach growers or anybody else 
on a national basis cannot have a Federal marketing order. 

Mr. Roosevett. There was no such exclusion in the State act? 

Mr. JENSEN. No, in the State act there is no such exclusion. 

Mr. Roosevexr. I don’t know whether this is proper for this com- 
mittee—unless we take the assumption that you have made in your 
statement that small growers are small businessmen. 

I don’t know whether we would be transgressing. I personally 
don’t think we would, and I think it would be quite proper for this 
committee to make a recommendation that this is a matter presented 
to the small business committee as a small businessman’s problem. 
In this instance an agricultural businessman, and make it to the agri- 
cultural committee. But I think again it would be helpful if you or 
somebody, the association or somebody, would give us the background 
for what you believe the original exclusions to have been, and w shy you 
believe now that circumstances justify that exclusion being removed. 

Mr. JENSEN. I will prepare such and send it to the committee. 

Mr. Avery. Mr. Chairman, I will just put a short question here. 

Has the State of California, under the marketing act, taken any 
action for tomatoes raised for canning, in the way of State marketing 
orders ? 

Mr. Jensen. This past year, we, as an association, promoted—con- 
ducted a campaign to have a marketing order on tomatoes, and at the 
last minute, by a change of policy within the State department of 
agriculture, it was dropped. But we face a problem which I am 
sure the opponents and the proponents, neither one can prove, what 
effect a marketing order in California would have upon the other 
States, production in other States, if we have a surplus control pro- 
gram, or any similar progcam in California. 

Mr. Avery. I believe you testified that California raises 65 percent 
of all the tomatoes ? 

Mr. Jensen. Pretty close to 65 percent of all the canning tomatoes 
in the United States. 

Mr. Avery. In other words, if such a program was inaugurated by 
the State of California, it might be—pretty well meet the need. 

Mr. JENSEN. Yes, sir. And we would like to have permissive legis- 
lation on a Federal basis that we could have it nationwide. 

Mr. Roosrvert. Mr. Jensen, do you feel, or would you care to make 
the statement, as you have more or less intimated in your statement, 
that the so-called reservation practices of the buyers does have a direct 
effect on the canner which is passed on to you ? 
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Mr. Jensen. Well, it is my understanding that under reservation 
buying, the case goods are sold without a specific price—whatever 
the market price is at the date of delivery. 

Mr. Roosevetr. Until the shipping order comes through there is no 
firm order. ps 

Mr. Jensen. Which puts a processor in a very precarious position. 
He is going to have to buy his product at the very cheapest price, if he 
has no control over the price he is going to sell his case goods. Because 
apparently the case goods price is not set by the small processor, it is 
set by what the cheapest one is sold, and many of the processors sell 
on this reservation buying, and have no control over the price at which 
case goods are sold. 

Mr. Roosrvetr. It occurs to me in connection with the testimony 
of the previous witness, while in the overall the supply and demand 
theories have of course tremendous influence, that that can be dis- 
located, as Mr. Brown brought out, in specific years or even over a 
specific number of years, if unfair trade practices or other pressures; 
such as an excess of economic power in the hands of a few, becomes 
available. 

Is that your general theory and impression upon which you base 
your request that we look into these problems ? 

Mr. Jensen. I think some of the practices that occur create situa- 
tions that put—in our case, the growers, in an unfavorable position. 
Now, these practices, we think, are unethical—the practices I men- 
tioned of encouraging planting, assuming that they will know there 
was an adequate amount to start out with, I would consider an unethi- 
cal practice, in creating an oversupply, and therefore breaking the 
bargaining position of the grower. 

Mr. Roosever. One last question. Is there much tendency toward 
integration, is it from the canner down or from grower up to the 
canner ? 

Mr. Jensen. Well, I think there is a tendency in that direction— 
in the tomato industry. It has not become a large factor. This 
last year was the first time in 7 or 8 years that any processor has gone 
into the business of growing tomatoes or becoming directly involved 
in the growing of tomatoes. It works going the other way too. Of 
course, there have been cooperative marketing associations developed, 
have purchased physical facilities. But there has only been one exam- 
ple in the last 25 years. 


_So the tendency may be in that direction, but it is very slow at this 
time. 


Mr. Roosrvetr. I said I had a last question. I am going to have a 
last question. 

In the financial side of the picture, do you, and your association, 
representing all types of growers, feel that the financial structure 
which enables the grower to get the necessary capital to run his prod- 
ucts through, is adequate today ? 

Mr. Jensen. I would say, yes. I think the financial agencies have 
been adequate to meet his needs. Not everyone is going to get credit. 
But in the overall picture they do. 

Mr. Roosrvetr. What effect does an increase in the interest rates 


of a marked degree, such as we seem to be going through at the present 
time, have on the grower? 
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Mr. Jensen. I think it will have a slight effect. I think the effects 
of it prove that the grower has shown that last season will have much 
more effect than the increase in interest rate. If aman is a good opera- 
tor, the interest rate is not going to basically affect the amount of 
money he can borrow. 

Mr. Moore. If you please, sir, the fact that these are usually short 
term or one season loans—so that interest rate spread that short 

riod of time—— 

Mr. JENSEN. It won’t make a big difference. 

Mr. Roosevett. Mr. Steed ? 

Mr. Sreep. Mr. Jensen, I have been reading some reports here on 
California production and packing of fruits and vegetables, and it 
indicated up until about the year 1950, the fruit and vegetable ratio 
was about even. Then starting in 1951, the vegetable pack became 
considerably lower than the fruit pack—until 1958, and as I read the 
figures, the tomato crop itself amounted to more than the entire Cali- 
fornia fruit crop combined. This would indicate that there has been 
a steady increase in the production and packing of tomatoes and to- 
mato byproducts. And yet as I understood your testimony, despite this 
very favorable marketing increase, the producer has not gained in 
proportion. 

Mr. Jensen. That is correct. 

Mr. Steep. He actually has gone backwards? 

Mr, Jensen. Up until 1950 the California tomato grower had about 
a third of the nation’s business. From 1950 to 1954 he had about half. 
Since 1954 he has had about two-thirds. But since 1954, his return, his 
gross income, has been approximately the same the whole time. He 
hasn’t lost any of his business, but he has not bettered himself in 
anyway. 

m wn I just want to know if I understood what you were try- 
ing to tell us. 

As your group tries to bargain with the packer for a price, do you 
find that packer’s ability to grant your wishes limited os the situa- 
tion the packer faces when he tries to sell your crop after he has proc- 
essed it, 1s that correct? 

Mr. Jensen. That is a part of what he is faced with, yes, sir. 

Mr. Streep. And you think that marketing condition the packer has 
had to accept in recent years is directly responsible for that situation ? 

Mr. Jensen. It isa factorinit. Itis not the entire thing. 

Mr. Streep. How long has this so-called California Street practice 
or custom been dominant out here? 

Mr. Jensen. I think—I am not an expert on this aspect of it at all. 
But as the number of buyers, as the concentration, as the distribution 
system of food products in the United States has changed, and it has 
changed rapidly, especially in the last 10 years, the number of super- 
markets, that situation has become larger and larger—the concentra- 
tion of buyers, the concentration of economic power among the buyers 
has become greater as each year has gone by. 

Mr. Sreep. Are you able to tell the committee that that has had a 
direct effect on the earning power of your producers ? 

Mr. Jensen. The fact that reservation buying has become rather 
prevalent in recent years has been, from what our customers, the can- 
neries, tell us, when we talk with them, one of the factors used is what 
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they can afford to pay us—it is one of the factors in determining the 
setting of the price. 

Mr. Sreep. It is your position, then, if the packer was in a better 
position to sell his pack than he now is, you could bargain with him 
to the better advantage for your members? 

Mr. Jensen. We think we would be in a better position, yes, sir. 

Mr. Streep. That is all, Mr. Chairman. 

Mr. Moore. Mr. Jensen, I have been impressed with your testimony 
of the tomato people, and I am seriously sorry that your tomato in- 
dustry is in trouble. I am equally sorry for Mr. Bunje for the peach 
association. But there are a couple of things that seem to be a thread 
that runs through both of of your testimonies which sort of does vio- 
lence to this last conclusion that you make about the attitudes or the 
manipulations on California Street. And that is this: 

Earlier you stated, as well as Mr. Bunje, that neither of your asso- 
ciations have any direct contact with California Street. 

Mr. Jensen. That is correct. 

Mr. Moore. Now, is it not true that your associations are in an 
entirely different position, dealing from growers to processors and 
canners, as the canners are dealing—and_ processors—dealing with 
California Street? Is there not a gre: at difference there ? 

Mr. JENSEN. Yes. 

Mr. Moore. In the type of dealings you have. You havea perishable 
crop. You have got to get rid of it. A canner that has got, or a 
processor with enough capital, and can absorb inventory, T assume 
that once he gets those tomatoes canned, they can sit there for 10 years, 
if he is a good canner. 

Mr. Jensen. I don’t know how many canners there are that have 
that much money, that can afford to let it sit very long. 

Mr. Moorr. Is he not then ina better position than you are handling 
a crop which ina matter of days, weeks, or months is gone ? 

Mr. Jensen. He is in a different position, 1 right. 

Mr. Moore. Now, as a result of that situation, his problems with 
California Street are matters completely unto themselves. I mean 
you have stated you have no direct contact with these people. 

Now, the unfair trade practices that you testify here today to are 
those that you come in direct contact with as far as your relationship 
with canners and with processors, is that right ? 

Mr. Jensen. That is right. 

Mr. Moore. And the things that you asked us to take cognizance of 


here today are directly those things that you have enumerated as 
unfair trade practices. 


Mr. Jensen. That is right. 

Mr. Moors. Now, do I understand also that you can only say, in 
wanting to be fair in your presentation, that you assume that the 
practic es—and I thought I understood you to say if there be prac- 
tices— on California Street, in the buying, and so on down the line, 
that they would put the canner in an unreasonable position—perhaps 
there might be some unfair trade practices there that exist, but you do 
not pinpoint any one of those. 

Mr. Jensen. We do not have experience with them. 

Mr. Moore. Now, perhaps this is not a proper question for you, but 
I will ask it, and then you can tell me. Who has encouraged this 
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business of reservation buying? Has the canner encouraged it? Or 
‘an you answer that ? 

Mr. Jensen. I couldn’t answer it. I don’t know. 

Mr. Moore. You have testified that as reservation buying has 
grown, a hazardous situation has come about between the canner, the 
processor, and the buyer. 

Mr. JENSEN. That is right. 

Mr. Moore. Well, is this not sort of similar to the position that 
you as a grower are trying to get the canner in when he commits 
himself practically to your crop? Or is the difference there as a result 
that you negotiate for a price, but on reservation buying there is no 
price? 

Mr. JenseN. Normally, in the tomato business, except for this past 
year, the price is set and the crop is contracted for before it is ever 
planted. This year was the exception. This year we found a condi- 
tion that the complete price—there were some tomatoes contracted 
for earlier, but the biggest part were not contracted for until they 
were ready to go, the perishable angle of the tomato business being a 
key point. 

Mr. Moore. Now, is this a new thing being developed, or is this 
something you think won’t develop in future years? 

Mr. JENSEN. We sincerely hope it won’t happen even in later years. 
We in the tomato business have appreciated the contracting prior to 
planting. And we hope the canning industry does not find it neces- 
sary to continue the practice of contracting for their crop, or setting a 
price, what they intend to offer, at harvest time. We want to see it go 
back to the price set, determined, and contracts issued at the time of 
planting, in February or March. 

Mr. Moore. It seems, with that explanation, that you, as growers, 
are being maneuvered into the same position that apparently the can- 
hers are now in on this reservation buying thing. In other words, 
you can plant it—*We are not going to tell you what we will pay 
you for it, but go ahead and plant it.” 

Mr. Jensen. Of course there are lots of factors that entered into 
the situation in California this year. It was a point where the 
growers and canners were in a struggle to determine what the price 
would be. The struggle in the past has not been this great, and we 
don’t anticipate it to be that great in the future. But a practice came 
about this year that we are not desirous of seeing happen again. 

Mr. Moore. And that is what you just testified to. 

Now, I don’t recall whether your statement was complete with 
respect to the growth of your industry over the years, but I do recall, 
I believe, that you said you were producing more tomatoes than you 
have ever produced, but your growers are not getting any more 
money. 

Mr. Jensen. That is right. 

Mr. Moore. I appreciate your testimony and your direct answers to 
my question. 

Mr. Brown. No questions. A good witness. I enjoyed it. 

Mr. Roosrvetr. Mr. Avery. 

Mr. Avery. Just one question, Mr. Chairman. 

I am one of these old-fashioned persons that believes in keeping 
as much regulation on the State level as possible, and not further 
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taking the intervention from the National level down into the con- 
duct of personal affairs nor local affairs. And on that basis, I am 
further intrigued, Mr. Jensen, by why you could not work out this 
marketing order under your State authorization. - s2itls 

Did you say you thought you were just about working it around to 
that particular point when there was a change of policy? And so the 
possibility of having a State marketing order vanished. Now, where 
did that change of policy take place / 

Mr. Jensen. Well, an interpretation had been made to us as to what 
would be permitted under the California Marketing Act of 1937—we, 
in conjunction with the State, developed this marketing order, a 
surplus control and research marketing order. At the last moment, a 
decision was made within the Department of Agriculture that this 
interpretation of the law was not—could not be substantiated, and we 
obviously had to drop our fight for it. Now, if we want to go back 
and develop another marketing order along the lines that the State 
will now accept—and they did accept this until they changed their 
policy—we could do that. 

But the point I made was the opponents to a surplus control provi- 
sion in a marketing order in California have claimed for a long time 
that if we prevent a surplus from being marketed in California, that 
the Eastern States that produce tomatoes would, out of speculation, 
say, “Well, if they are going to prevent a surplus, we will just plant a 
little bit more.” 

Now, it is my feeling that we in California can produce tomatoes, 
and have been over the past years, been able to produce tomatoes at a 

int that we can meet eastern competition. Right now it is gettinga 

ittle slim, the profit, but we have been able to meet that eastern 
competition. But to get a clear-cut answer, so that we do not have 
this problem of a threatened increase in eastern production, a Federal 
marketing order may give us a much more favorable position, or 
maintain our favorable position in the tomato industry. 

Mr. Avery. Well, I shouldn’t have to ask you this, I ought to know. 
But supposing the Secretary of Agriculture did invoke a Federal 
marketing order. The prohibition would have to be repealed in order 
that he could. Would it automatically apply to New Jersey the same 
as California, or would he have to select the areas ? 

Mr. Jensen. The Secretary of Agriculture is the administrative 
body in the marketing order. What I am asking for is a change in 
legislation to permit this—under any marketing order the growers 
have to vote it in. The Secretary of Agriculture could not just say, 
“This is it.” Each State or area would have to approve by the 
prescribed majority. And then the whole program operates without 
any subsidy. It is strictly a self-help program. 

Mr. Avery. I see. I think that is all the questions I have, Mr. 
Chairman. Thank you, Mr. Jensen. 

Mr. Roosrverr. Thank you very much, sir. We certainly appreci- 
ate your help to the committee. 

The committee will now hear Charles Telford, the manager and 
executive secretary of the California Freestone Peach Association. 
It is my understanding that both Mr. Telford and the next witness, 


Mr. Cameron Girton, are going to just present a written statement for 
inclusion in the transcript of the record. 
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Mr. Tetrorp. We would be happy to do so, Mr. Chairman. 

Mr. Roosevetr. Mr. Telford h 1owever, in case you want to add 
anything orally, I think I will swear you as a witness, and that will 
cover also your presentation, if you don’t mind, sir. Would you please 
raise your right hand ¢ 

Do you solemnly swear to tell the truth, the whole truth, and nothing 
but the truth, so help you God ? 

Mr. Texrorp. I do. 


TESTIMONY OF CHARLES TELFORD, MANAGER AND EXECUTIVE 
SECRETARY, CALIFORNIA FREESTONE PEACH ASSOCIATION 


Mr. Tetrorp. Mr. Chairman, my name is Charles Telford and I am 
and have been for the past 4 years, manager of the California Free- 
stone Peach Association, which has its offices at 422 15th Street in 
Modesto, Calif. This association was incorporated as a ‘cooperative 
bargaining association in April of 1953. 

The association represents 550 growers of freestone peaches in the 
State of California. These growers produce approximately 55,000 
tons of peaches which are sold for processing to canners within the 
State. 

The association endeavors to get for its members the best possible 
price for their processing freestone peaches that is justified by the 
economic facts available to it. 

Here are some of the factors that we consider before offering our 
* wessing freestone peaches for sale each summer 

The inventory of canned freestone peaches on hand on June 1, 
both in California and the Pacific Northwest. 
The inventory of competing fruits. 

3 The volume of sales of canned freestone peaches during the past 
year. 

4. The trend of sales of canned freestone peaches. 

5. The amount of disposable income available to domestic home- 
makers. 

6. General economic conditions in this Nation. 

7. The estimated crop of freestone peaches for the harvest year 
ahead. 

The estimated crop of competing fruits. 

9. The estimated pack of competing fruits. 

With this statement I would like to enter a copy of the report 
issued by Giannini Foundation which we use as a guide and as a prime 
source of economic information in developing an offeri ing price 

We spend a great deal of our time each year in gatheri ing relevant 
information concerning the freestone crop and in analyzing the effect 
of all of these complex factors on the price of freestone peaches. 

Freestone peaches are not a single crop to market since they have 
many alternative sales outlets. They can be sold as dried fruit, they 
are shipped fresh, frozen, and made into baby food and flavoring 
sirups in addition to our primary canning outlet. A change in price 
in any of these outlets, has an impact upon all of the others. 

You can see that with all these factors in mind it is difficult for us 
to analyze the marketing situation beyond our canner customers or to 
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be fully familiar with the buying and selling practices that exist 
between them and the grocer concerns that are their customers. 

We do feel, however, that the fact that ee 80 percent 
of the canned fruit buying power is located in San Francisco, cannot 
help but have a depressing effect upon the market for our freestone 
peaches and, indeed, for all canned fruits sold in this area 

Faced with this heav y concentration of buying power we believe that 
the canner tends to become hesitant about advancing his price, and to 
sell lower than he might if buyers were more numerous and more 
widely separated. 

Freestone peach prices to the grower have been steadily receding for 
the past several years. Accor ding to our records, freestone peaches for 
processing have been sold by growers to California canners at the 
following} prices per ton, starting in 1955: 


Rc a pale es gp soon oes ncn co ase cen tid eat ae sa por is seen eaten $60 
I aa ac a aha cai oct eos tere ote mare ol die a ye gp eer ap ah eR 60 
I i a a Ss i cr me le cela ncaa inl ps 45 
Nc a i i sper pi hen Se Spc Mani sel ep eld ie sina ah eg plagues 47 
Nt ines poe es oc ln ec ec aE tapped alae ahaa a 45 


We feel that our growers are right at the breakeven point now. 
Many young growers who have sti arted farming since World War II 
and who have heavy payments to make on land and equipment are 
slowly falling behind and will go bankrupt if the present tendency 
toward lower prices for their fruit and higher costs of doing business 
continue. 

According to our records it now costs $48 to $51 to raise a ton of 
freestone peaches on an average California farm. The return to the 
grower this year was $45 for the standard ¢ anning varieties and some- 
what less for other varieties. 

We realize that canners cannot pay more than they receive for the 
fruit they purchase from us. But we know also that our growers 
cannot long produce canning freestone peaches at present prices and 
stay in business. 

There is nothing wrong with the freestone peach business that a 
slightly higher price received by the canner for canned freestone 
peaches and a correspondingly higher price for our peaches on the 
farm would not cure. This could be as little as a 2-cent per can 
increase. 

We also wonder if there could not be some legislation developed to 
prevent some canners from selling for less than the cost of packing 
when they are under pressure from buyers. 

We sincerely hope that the canners can find a way to sell their high- 
quality California canned fruits at a price that will bring a re: asonable 
profit to all concerned. 

Mr. Roosrvetr. Mr. Telford, do you have any specific additions to 
the written statement that you want to make at this time? Otherwise— 
we are trying to push ahead a little bit faster. 

Mr. TeLrorp. Mr. Chairman, I would like to add that after listening 
to all of this testimony here today, I would say that it would seem th: at 
I would like to see this thing approached from a constructive stand- 
point. I think everyone hired to do a job is being paid a salary, nor- 
mally, and I think that I can see a buyer's v iewpoint. Tn other ‘words, 
he has to justify his position and buy economically as he possibly can. 
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On the other hand, I think that canners as such, particularly as it 
would pertain to the independent canners, are somewhat under- 
financed, and they primarily pack for a buyer’s label. So it behooves 
them to get the major portion of their pack committed as early as 
possible. I think there is the area in which you run into a problem 
of who sets the price. Frankly, I think, as I pointed out in my testi- 
mony, that a very small increase in the price per can would clear up 
a bit of the financial problems that are evident in the industry today. 
I know it is probably not within the province of this committee, but 
it seems to me as though if we could establish some such legislation 
which would prevent processors from selling their canned commodity 
for less than cost of production, maybe you would eliminate some of 
the, again, short financing. 

Mr. Roosrvett. Would you think that same thing would apply to 
the so-called reservation buying practice—free the canner from the 
necessity of doing that ? 

Mr. Te.rorp. That possibly should be looked into. I have not had 
any personal contact with reservation buying, but it would seem that 
type of thing should be included in this type of study. 

Mr. Roosever. Mr. Telford, in your statement you ask that a copy 
of the report issued by the Giannini Foundation be included. Would 
you care to submit that at this time so that we may accept it ? 

Mr. Tetrorp. Yes. We think quite highly of Dr. Hoos’ analysis, 
we used it extensively. If more copies are needed, I am sure Dr. 
Hoos would be glad to oblige at a later date. 

Mr. Roosrvertr. Without objection, may we just include this in 
the file of the committee, and not include it in the transcript. I think 
you will find there is a good deal of duplication of what Dr. Hoos 
submitted in his own testimony before the committee and this. So 
we will accept it and include it in the files of the committee. 

(The report referred to will be found in the files of the committee.) 

Mr. Tetrorp. This pinpoints it as to the individual commodities. 

Mr. Roosevetr. Does any member of the committee have any further 
questions of the witness ? 

Mr. Moorr. Mr. Telford, I would like to ask you this question. 
You fall again into that category of tomatoes and pears and peaches; 
is that right ? 

Mr. Tetrorp. That is generally true; yes, sir. 

Mr. Moore. And generally, the experiences of the group you repre- 
sent, and practices which do not add to a favorable economic climate 
for you to operate in, are those that come between you and the canner, 
or do you in your organization have any direct contact with the buyer? 

Mr. Teirorp. Only in a very minor way. I think that we would 
have to say that generally speaking our problem is one that we attempt 
to work out between the canner and ourselves. 

Mr. Moore. You made a statement, I believe, that this would be 
fine, that perhaps there would be enough for everybody if we could 
raise the price 1 cent per can, or something like that. Has it not been 
your experience in the past that if that price is raised, that it takes a 
ong time for it to find its way back down to the grower ? 

Mr. Te.rorp. That depends on who raises the price. 

Mr. Moore. You are not suggesting to us here that we permit you, 
the grower, to raise yourself, and then not allow the canner. 
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Mr. Tetrorp. No. 

Mr. Moors. You are going to split that penny between the two 
of you, or the three that are in the market today handling this? 

Mr. Tetrorp. Well, as far as we are concerned, we feel that is a 
basic increase that is needed to develop the health of the canning indus- 
try, and also we are directly affected by that health of the canning 
industry. 

Mr. Moorr. You feel that the canning industry is in serious trouble. 

Mr. Trirorp. I would say this. They certainly are not in the best 
of health, from the standpoint of financial position. I don’t think 
you will see very many canners for the current year coming out with 
anything like a decent return. That 2 percent mentioned earlier, I 
will question whether they will even return that this year. 

Mr. Moore. Well, other than what you may have learned as a rep- 
resentative of a grower, have you arrived at any different conclusion 
im your mind asto why the canners are in trouble? 

Mr. Texrorp. I think it was a weak selling position. We have got 
some wonderful people in the industry when it comes to processing 
and production. But I don’t think we have a strong enough sales 
position. In other words, I think that actually our economic balance 
is in favor of the buyer in the case of a year of plentiful supply, which 
is not unusual. 

The canners following up that point, must pay what the price may 
be when it comes to tin plate. They must pay whatever is developed 
as to the minimum wage. They pay the given price on sugar. But 
when it comes to the raw products, that is about the only area in which 
they still have an opportunity to try and bargain. 

Mr. Moore. To deal, in other words. 

Mr. Tetrorp. That is right. 

Mr. Moore. Well, then, would it be fair to say the fact that the 
canners drive a hard bargain with you, that you feel it is a legitimate 
operation upon their part? 

Mr. Tetrorp. Yes. I think that that is not unusual, that we would 
look to see what was behind it, if we found them in a weak position. 
Certainly they are out to try and return every dollar they can on 
their investment, and they are not going to be able to do it if they pass 
out their funds indiscriminately. 

Mr. Moore. In arriving at your contracts with the canners, are you 
in any way influenced by what any other association might pay? I 
am confining that question to the California area. 

Mr. Tetrorp. Well, let’s put it this way, if you will pardon me. As 
I point out in my testimony, I think we are directly affected by the 
price paid for competing products. 

Mr. Moore. I understood that. But what is a competing product ? 
Another peach? <A pear? 

Mr. Tetrorp. Cling peaches primarily—in fact, all other fruits are 
a competing product when it comes to the consumer buying. 

Mr. Moore. Then it does influence you, the fact that other fruits 
have gone out on a certain price, that would certainly be a matter that 
vou would take into consideration in your association and try to get 
a contract as fast as you can. 

Mr. Trxrorp. In fact, we try to estimate what. the prices of the 
competing fruits will be when we sit down to analyze our economic 
position prior to pricing them. 
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Mr. Moore. Well, now, that is a fascinating thing to me, because 
how in the world do you ever do that? In other words, you are goin 
to guess what he is going to offer you before he even offers it to. you $ 

Mr. T ELFORD. No, I think it is in reverse. He is trying to guess 
what we are going to offer him. In other words, we try to—after this 
analysis is made by our board as to all available economic information, 
then we sit down and have conferences with individual canners, at 
which time we try to analyze their position, not only from the stand- 
point of inventory, but their financial position, what they feel the 
market will absorb during the coming season. And that plus this 
economic analysis that we have made goes into the makeup of our 
favorable price. 

Mr. Moore. I believe you have been head of this association for 
4 years. 

Mr. Tetrorp. Yes. 

Mr. Moore. Over the period of 4 years, how many different steps 
of this negotiations between your association and the processors have 
you had to go through. How many times have you exhausted all the 
steps in your procedures? 

Mr. Tetrorp. About three times. 

Mr. Moore. You have exhausted the first offer, the second offer 

Mr. Tetrorp. That is right. Then we got out and sold them. 

Mr. Moors. Then you got out and sold them? 

Mr. Tetrorp. That is right. 

Mr. Moore. Does the fact that—and I wish I had these other gen- 
tlemen here to ask the question, but from your own knowledge, can 
you tell me if the other associations have experienced that same 
proposition ? 

Mr. Tetrorp. Not to that extent, I don’t think. 

Mr. Moore. In other words, even after you have collected all the 
economic information of competing fruits, and all of the various fac- 
tors are included, you still have had to go out and sell them. 

Mr. Tetrorp. That is right. 

Mr. Moore. You have had no great area of agreement as to what 
that price should be ? 

Mr. TeLrorp. We may have been within $2.50 a ton of one another, 
but it was a case of the growers feeling that their position was jus- 
tified, and a case of the canners feeling that their position was justified. 

Mr. Moorr. In other words, you are obligated to get as much for 
your growers as possible, through whatever policy your board may set? 

Mr. Tetrorp. That is right. 

Mr. Moore. I have no further questions. 

Mr. Roosrvett. I just have one question. 

I note in your testimony that you detail the fact that the prices of 
your peaches have gone down from $60 a ton in 1955 to $45 a ton in 
1957 and 1959. 

Mr. Tetrorp. That is right. 

Mr. Roosreveitr. Has there been any comparable reduction in any- 
body else’s prices that you know of ? 

Mr. TeLrorp. No. But I think we need again—when you get into 
this area of pricing, there are a lot of intangibles involved, Mr. 
Chairman, that are a little difficult to put your finger on. 

In our case, the volume of the case movement of the freestone 
peaches has increased in the past 10 years approximately 114 million 
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cases up to where a pack for this immediately preceding year was 
5,117,000. 

Mr. Rooseveur. So as Dr. Hoos would say, your real price doesn’t 
quite equal what seems to be the dollar reduction in that period, be- 
cause you have had greater volume. 

Mr. Texrorp. Again, you are correct. And referring to Dr. Hoos’ 
impact of supply, | it has definitely affected us in this « case, not only 
as our own, but as to competing fruits. 

Mr. Brown. Would the Chairman yield? 

Mr. Roosevetr. Of course. In fact it is your turn. 

Mr. Brown. Thank you. 

Mr. Telford, you just said in your statement that according to your 
records it now costs $48 to $51 to raise a ton of freestone pe: eaches on 
an average California farm. And you say the price received by the 
grower this year was $45. So on every ton he sold he lost about $3. 

Mr. Tetrorp. In fact we had some growers—and one grower sup- 
plied me with a cost statement which would indicate he lost nearly 
$10 a ton this past year. 

Mr. Brown. So if he does more volume he is worse off than if he 
cut down production. 

Mr. Tetrorp. That is why pretty near every freestone orchard in 
the San Jaoquin Valley is for sale today. 

Mr. Moore. Is that a fact? 

Mr. Tetrorp. That is a fact. You can buy any one of them. 

And you see that is one of the real problems of small businesses, 
too. I had a smal] businessman tell me the other day “There isn’t 
anything wrong in my business that if I had some better customers 
it wouldn’t cure.” 

“armers traditionally have been the best customers of small busi- 
nesses across the country. And the purchasing power of farmers has 
declined terribly in the last 5 to 10 years. That has been our ex- 
perience. 

Mr. Brown. Now, while the farmer’s prices have gone down, and 
his ability to purchase goods has declined, we keep getting these 
reports from our Bureau of Labor Statistics showing that food prices 
are 25 percent greater than they were 10 years ago. ‘T have the figures 
here that we didn’t have a while ago. 

Peaches are 2 cents a can higher than they were in 1959 but the 
growers are getting 25 percent less. 

Mr. Trtrorp. Well, you are essentially correct. But let me clear 
up one point. U nfortunately the freestone industry has been the 
small member of this peach business. And often your figures that 
are quoted are just peaches. 

Mr. Brown. We had the cling peach in a while ago, and they have 
been through the same experience. 

Mr. Tetrorp. That is right. But I want to point out the price of 
freestone peaches on the shelf I think you will find very probably 
have gone down about 1 cent per can in the same period of time, on an 
average. 

Mr. Brown. That is what the cling-peach man thought. But here 
are the Labor Department’s figures, and in Los Angeles, San 
Francisco, Portland, and Seattle, ‘they have gone up 114 to 2 cents a 
can. 
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Mr. Tetrorp. Well, again I say I would want to pin it down to 
whether it was cling peaches or freestone peaches. 

Mr. Brown. Well, it would take us a long time to get the Labor 
Department to pin that dow n, I imagine. But let’ Ss just say the decline 
in peaches has not been material. 

Mr. Tetrorp. I will subscribe to that. 

Mr. Brown. And yet the price at the farm level has dropped. 

Now, is this not a fact: that in a nutshell there is pressure at the 
buying end? The distributors are protecting themselves. They have 
the economic power to do it. 

Mr. Tetrorp. I would subscribe to that. 

Mr. Brown. For example, I have the figures here from the Super- 
market Institute, from 1954 to 1958, and they show gross profit ratios 
have increased in supermarkets. Those are the markets that do $1 
million a year or more. Gross profit ratios. Operating expense 

ratios have increased for them, just as they have for your farmer 
growers, just as they have for canners, but they are in an economic 
position that enables them to protect themselves—as their costs go up, 
they raise the price. Is that true? 

Mr. Tetrorp. Let’s put it this way. They would probably be in a 
better position to do that than we as growers would be. 

Mr. Brown. And now we are trying to find the means by which 
they they protect themselves. 

Do you feel that they exert pressure on down the line? That they 
are good buyers, and they keep the pressure on these canners and keep 
“poor mouthing” it that they just can’t pay any more, and buy that 
stuff as economically as they can buy it, and beat the price down? Do 
you think that is true? 

Mr. Tetrorp. I don’t know who is doing it, but somebody is sure 
making some of these canners awfully mean. 

Mr. Brown. All right, when they make the canner mean, the can- 
ner tells the farmer he can’t pay any more. Is that the way it hap- 
pens ? 

Mr. Tetrorp. I would assume that would be the normal channel 
of development. 

Mr. Brown. So, in your negotiations, maybe you are negotiating 
with the wrong man in setting - these prices. Maybe you ought to be 
negotiating with the chainstores. They are distributing about 55 per- 
cent or 60 percent of this stuff. 

Mr. Tetrorp. We have got troubles enough with the small canner. 

Mr. Brown. Well, he can’t help you any. If he is at the mercy of 
the buyers, how can he help you? 

Mr. TetFrorp. That is a good point. 

Mr. Roosevett. If the gentleman will yield. I think you made this 
specific recommendation—possibly a prohibition against below-cost 
selling. Now, there is such a prohibition in the State of California. 
Have you ever taken advantage of that ? 

Mr. Tretrorp. No. 

Mr. Roosevett. Why “gg 

Mr. Tetrorp. Frankly, I didn’t know that was available to us. 

Mr. Roosevetr. Well, to the best of my knowledge I am informed 
there is such astatute in the State of California. 

Mr. Brown. Excuse me. You were suggesting that canners— 
processors do that, weren’t you ? 











736 SMALL BUSINESS PROBLEMS IN FOOD DISTRIBUTION 


Mr. TexForp. Yes. 

Mr. Brown. But there is no statute under your marketing agree- 
ment operations—there are no real economic teeth in the law that 

srovide you with protection from yourself or your growers in selling 
aheer cost. of production, is there? 

Mr. Roosevetr. Have you ever tried to make that an unfair practice 
under your marketing agreement ? 

Mr. Tetrorp. I could stand corrected on this, but I do not believe 
that the marketing orders as such have any control over the sale of 
the finished goods. 

Mr. Roosevetr. I think that is probably true from a price-setting 
point of view. But couldn’t it come under the provisions of an unfair 
practice? Or do you think that decisions of the court would be 
against it? 

Mr. Tetrorp. I think that would have to be with the court. You 
see we are not blessed—the freestone peach portion of this industry 
are not under a market order. We are strictly on our own at this 
point. We hope to achieve one for sales promotion and research, but 
we have not achieved that point yet. 

Mr. Roosrvett. I see. 

Mr. Brown. Thank you, Mr. Chairman. 

Mr. Roosrverr. Mr. Avery. 

Mr. Avery. Just one question, Mr. Chairman. 

There was some reference made here this morning, Mr. Telford, 
to surplus packs, I believe the term was. 

Now, would I be right in just thinking this through to conclude 
that all surpluses in the peach industry would be in the hands of the 
canner, or the distributor. By the very perishable nature of the 
product, there would be no permanent surplus, could there, in the 
hands of the producers, such as there is in wheat, for instance ? 

Mr. Tetrorp. No, it would not be permanent very long. 

Mr. Avery. It wouid deteriorate, wouldn’t it ? 

Mr. Tetrorp. Yes, sir. 

Mr. Avery. Now, supposing the canner is left with a substantial 
amount of surplus. That would be entirely his own capital invest- 
ment, would it not ? 

Mr. Terrorp. That is correct. 

Mr. Avery. In your producer agreement, is there a provision where- 
by if a certain percent of that becomes surplusage, they cannot dis- 
pose of it at the cost of processing within 90 days, that any payments 
may be withheld from the producer. 

Mr. Tretrorp. That is right. 

Mr. Avery. So in essence the processor is charged with the responsi- 
bility of providing the invested capital to guarantee or to assure an an- 
nual supply of perishable commodity—is that right ? 

Mr. Tetrorp. Well, that commodity ceases to be perishable when 
it is canned. 

Mr. Avery. All right. But a commodity that was perishable by 
its very nature in the State in which it was produced. 

Mr. Tetrorp. That is right. 

Mr. Avery. Thatisall. Thank you. 

Mr. Roosevett. Mr. Steed. 
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Mr. Streep. Mr. Telford, I believe you said that if your growers 
could get about 2 cents a can more than they were getting, that it 
would probably put them in a profitable situation. 

Assuming that the packers could pay you that much additional, 
could 7 packer then sell canned freestone peaches in a competitive 
market ¢ 

Mr. Tetrorp. Mr. Congressman, let me clarify that. I was stating 
that that 2 cents per can would cover the whole industry—not the 
growers portion of it. 

Mr. Streep. Well, assume that that price was applied. Would that 
leave the freestone peach competitive with the other fruits? 

Mr. Trtrorv. Again I would have to point out that in text here I 
am referring to all canned commodities. 

Mr. Srerp. That is what I was leading up to. In other words, your 
trouble probably couldn’t be solved unless the fruit industry got a sim- 
ilar solution to other problems, because it is all so interwoven that it 
all rises and falls together. 

Mr. Tetrorp. That is right. And basically this 2 cents per can I 
am referring to here, I am seeking a means of strengthening the finan- 
cial structure of the independent canner to the point where he can 
afford to pay more for the raw product, and can also afford to do a 
better job of merchandising. 

Mr. Steep. Do you think the way the marketing is existing now that 
there will ever be a time when the small canner can do any better than 
he is doing ? 

Mr. Tretrorpv. Not unless something is done to protect him from 
himself. 

Mr. Moore. Protect himself from whom ? 

Mr. Tetrorp. From himself. 

Mr. Roosevetr. I would like to have you develop that a little bit. 
What do you mean by that? 

Mr. Tetrorp. Well, as I referred earlier to this matter, many of our 
independent canners pack whole or in large percentage for buyers’ 
labels. 

Mr. Moore. That isa captive packaging. 

Mr. Tetrorp. That is right. Therefore, he is strictly at the mercy 
of those buyers who buy on that basis. And he also must be able to 
guarantee himself that a major portion, or a substantial portion of his 
pack, is sold, even prior to the time that he goes into the pack season, 
in order to assure himself of proper financial backing from the banks, 
and so forth. And I think that in doing the job of selling here is the 
weakest point, because there are too many people trying to sell too 
much merchandise in a short period of time to a limited number of 
buyers. 

Mr. Sreep. Then you are going back to what Dr. Hoos told us, 
that the pressure of too much supply has played into the hands of the 
buyer, and he has taken advantage of it, and that is the economic 
situation we see around us. 

Mr. Tetrorp. That is right. 

Mr. Sreep. Well, could you visualize any sort of buyers setup 
that won’t take advantage of a situation of that sort ? 

Mr. Tetrorp. I doubt that his salary would be paid very long if he 
didn’t. 
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Mr. Steep. That is all I have. 
Mr. Moore. I have just one question. May I ask you a question ? 
Sach of you three gentlemen that have talked about growers here 

today have arrived at a price per ton to grow your product. What 
goes into that? Actual cost to the farmer over a period of years? The 
cost of the old Ford truck and those things? You are not telling us, 
are you—and I am trying to explore this again—that this 48 cents to 
51 cents to raise a ton of freestone peaches—dollars, rather—applies 
simply to the cost of keeping that tree alive, and fertilized and 
watered, and the cost of picking the fruit as it comes out? Is that all 
that goes into this figure ? 

Mr. Tetrorp. Actually, depending on who prepares this cost—some 
growers have overlooked such things as depreciations on equipment, 
which should be included. 

Mr. Moore. That is included in this figure you have ? 

Mr. Tetrorp. That is right. 

Mr. Moore. Well, that of course paints a little different picture than 
actually exists. I mean on depreciated equipment, he is taking credit 
on this on his taxes, he gets a little bit of relief there as he depreciates 
his equipment, doesn’t he? What I am trying to say is—and I don’t 
want to say it directly, but I am going to—have you got this price 
padded on this $48 to $51 ? 

Mr. Tetrorp. No. [Laughter. ] 

Mr. Moore. I will tell you this, if you had answered any other way, 
you wouldn’t have had a job tomorrow. 

Mr. Tetrorp. I know you were leading up to that, but I was just 
waiting for you to get to it. 

In fact, as I pointed out, I have some grower history that would 
indicate a cost price considerably in excess of that amount. Again, 
referring back to the yields per acre on different orchards. 

Mr. Moore. Well, this isn’t essentially a game of simply playing 
with figures, you have brought emphasis on this by saying that a num- 
ber of these places are for sale. Actually, if it was a game of playing 
figures, the guy still would be prospering I assume. 

Mr. Tetrorp. That is right. 

Mr. Moore. Thank you. 

Mr. Roosrvetr. Thank you very much, Mr. Telford. 

Weare very grateful to you. 

Mr. Cameron Girton, the California Canning Pear Association. 

Mr. Girton, would you raise your right hand. 

Do you solemnly swear to tell the truth, the whole truth, and noth- 
ing but the truth, so help you God ? 

Mr. Girton. I do. 








TESTIMONY OF CAMERON GIRTON, MANAGER, CALIFORNIA CAN- 
NING PEAR ASSOCIATION, SAN FRANCISCO, CALIF. 


Mr. Roosrvert. Mr. Girton, without objection, we will take your 
statement and put it into the record as if it had been read at this point. 

Mr. Girton. My name is Cameron Girton and I am manager of the 
California Canning Pear Association. I appreciate this opportunity 
to appear before you and, on behalf of our association, want to express 
our desire to cooperate fully with your study. 
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I understand that the purpose of your inquiry is to obtain all relevant 
facts concerning the distribution of canned fruits and vegetables com- 
mencing with the grower and extending through the retail distribu- 
tors; that you are particularly concerned with effects of concentration 
of economic power in the hands of brokers representing large chain- 
store buyers, upon those who may be considered to be small business- 
men. In the latter instance, I assume you have reference to independent 
fruitgrowers, among others, who our association represents. 

At the outset, I would like to state that I am not able to provide you 
gentlemen with factual information or competent opinions on the 
specific subject of this inquiry. Of course, I can and am happy to 
supply you with data concerning the production of pears and their 
oalé by growers. Perhaps you can better understand my statement 
if I briefly explain the nature and function of our association. 

The California Canning Pear Association is a farmer owned and 
controlled cooperative organized for the primary purpose-of bargain- 
ing with canners on behalf of growers for the sale of their canning 
pears. Weare organized under the California Agricultural Code and 
qualify for the protections of such Federal legislation as the Capper- 
Volstead Act and the Cooperative Marketing Act of 1926. Although 
our corporate powers are broadly stated, in practice we have engaged 
only in activities which directly bear upon this purpose. We have 
not, for example, represented our growers with respect to employ- 
ment of labor or in the purchase of supplies. 

Our association represents over 1,200 independent pear growers in 
the State of California, either directly or through cooperatives to 
which they belong and which in turn belong to us. The association, 
which is the only statewide pear bargaining cooperative in California, 
represents over 55 percent of the independent canned pear tonnage 
from all major pear producing districts in the State. 

Pears are basically known as a three-way product: that is, they are 
canned or processed, dried, or consumed in the fresh state. The at- 
tached table shows the breakdown of pear production and of distri- 
bution into the basic methods of utilization. 

Pears are produced predominantly on the Pacific Coast and Cali- 
fornia is by far the largest pear producing State. Studies show also 
that there has been a steady increase in the percentage of pears pro- 
duced which have gone into processing. In 1959, for example, 72.5 
percent of pears produced in California were canned or otherwise 
processed. 

Generally speaking, pears are grown by independent farmers with 
relatively small acreage. 

These facts—that is, the increased importance of processing to the 
eargrowing industry and the relative imbalance of bargaining power 
etween the canners on the one hand and the small individual pear 

yrower on the other—led to the formation of our cooperative in 1953. 

Our membership consists of growers who join voluntarily and who 
have a right to withdraw annually from the association. Growers are 
invited to preference their fruit to canners of their choice and these 
preferences are honored so far as it is practical for the association to 
do so. In our relations with the canners, we execute a separate uni- 
form contract with each canner and, of course, we deal with each 
cannery individually. 
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Our contract commits both the grower and the canner to the pur- 
chase and sale of canning pears for a “reasonable price” and this is 
consistent with the fundamental approach of our association, price- 
wise. Broadly speaking, we, like the California Canning Peach Asso- 
ciation, seek to obtain for our members the highest price for canning 
pears which is economically justified in the circumstances. More spe- 
cifically, we seek a reasonable return for the growers giving due con- 
sideration to their investment of capital, the value of their own services 
and the risks which are involved. Weseek increased stability in prices 
for the raw fruit and in the ultimate retail prices rather than the high 
peaks and low valleys which characterized pricing before the associa- 
tion was formed. Finally, we seek prices established at a level which 
will enable canners to move the pear pack and pear products satisfac- 
torily. Satisfactorily must mean at a profit to the canner. 

In attempting to achieve our objectives in selling pears to canners 
and processors, we avail ourselves of all pertinent economic data. This 
involves consideration of the size of the current crop, the carryover, 
data with respect to the competing fruits, general economic conditions, 
including consumer purchasing power and significant trends affecting 
that purchasing power, and the rate of movement of our pack. 

As you can see from the manner in which we function, we do not 
deal directly with the parties who purchase the canned pear products 
from our customers, the canners. Consequently, we do not have any 
firsthand knowledge of who holds the buying power or the extent to 
which it is concentrated, or, in fact, the effect of such concentration as 
may exist upon the canners. 

You can rest assured, however, that our growers, who are in reality 
small businessmen, have a vital and continuing concern with the main- 
tenance of competitive conditions under which our customers, the can- 
ners, operate. We, of course, are therefore directly concerned with 
economic conditions under which they must operate, including changes 
in the buying power or habits of their customers. 

We wish to make clear that while our association has made signifi- 
cant gains in the past 6 years, the pear growers recognize that serious 
problems face them in the years ahead. The past several years have 
witnessed a substantial increase in the production of pears with pros- 
pects facing us of further increases. Fortunately, accompanying the 
increase in production has been an increase both in the processing pack 
and the movement of the pack. 

Looking toward the future, we are increasingly concerned that our 
cannery customers remain financially strong. This means that they 
must be able to process and move their processed pack of pears at a 
profit which is satisfactory to them. However, the financial stability 
of the canners must not be achieved through the payment of depressed 
prices to the growers. 

We want to see facilities for the processing of pears increased so 
that the increase in production of canning pears can be fully utilized. 

We want to see a truly competitive relationship maintained among 
our canner customers. This, of course, applies both to their sale of 
the processed pack and, most important to us, to their purchase of the 
raw fruit from our growers. We are concerned that the small canner, 
as well as the medium and the large size canners, have independent 
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voices in expressing their opinions as to what prices should be paid to 
our growers for the canning pears. 

In the past, our growers have not sought Federal subsidies for their 
fruit despite the fact that prices in recent years have averaged ap- 
proximately 80 percent to 85 percent of parity. We do not antici- 
pate asking for direct Federal subsidies in the near future. How- 
ever, we do feel that Federal assistance through laws such as Public 
Law 480, relating to expediting overseas sales of fruit products, and 
Public Law 32, relating to the school lunch program, should be em- 
ployed by the Department of Agriculture to enable both the growers 
and the canners to meet problems of over supply when they arise in a 
given year. 

Finally, we must again state our belief that Federal legislation 
should be enacted so that pear growers can have the opportunity of 
adopting a Federal marketing order if they wish to do so. As you may 
know, at present canning pears are arbitrarily excluded from this 
privilege. 

I regret that we are unable to shed more light upon the specific 
problem you are investigating. However, we appreciate the concern 
of your committee with our growers and the opportunity of appearing 
before you today. 

Mr. Roosrvetr. Do you have any other statement that you wish 
to make, in view of the testimony of the others? 

Mr. Girton. Surely. I appreciate the opportunity. I would like 
to echo on the remarks that had been previously made, that the pear 
growers of the State of California would like the Federal Marketing 
Act to include pears. At the present time as you have heard they are 
excluded. Certainly we would like to have them included. 

Secondly, I would agree with a majority of the comments made, 
perhaps with one exception. We have all attempted to point the 
finger at someone else, and I feel perhaps we as growers could re- 
double our efforts and try to improve our bargaining strength to be 
competitive with these other forces. I believe supply and demand is 
perhaps one of the major factors here. It is difficult for producers to 
keep supply in control. It varies as you understand and presents 
problems. To that end we are trying to work that out. As I said, 
I think perhaps we can put our own house in order as producers, 
through various types of marketing programs, better quality, better 
research programs, and eventually attempt to resolve this difficult 
problem. 

Mr. Roosrvetr. May I just say to you what I have said to the 
others—if you would be good enough to give us the specific reason 
why you believe you should be eligible to come under the Federal 
Marketing Act, and an analysis of the reasons why, and why you 
have not been. And may I also say that I think because each of 
you in general is represented by either a Congressman or several 
Congressmen, that they should be invited by you to specifically make 
these suggestions by a proper approach to the proper committees in 
the Congress. 

Mr. Girton. Yes, sir; I understand. 

Mr. Roosrvett. Then, of course, we will make available to the 
proper committees the testimony which you have submitted to us. 

Mr. Girton. Yes, sir. 
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Mr. Sreep. Mr. Chairman, I would like to ask Mr. Girton a 
question. 

“ach one of you association men has given us the figures as you have 
on about how many producers you represent. 

The point that I would like to have in the record, if you can give us, 
ure these fruit growers just in pears or freestone or cling, or do you 
have a lot of members who raise all kinds of fruit? 

Mr. Girron. That is a good question. As far as pears are con- 
cerned, the majority of the pear growers in the State of California 
grow primarily pears. I think it would vary with the particular com- 
modity, because those commodities are grown in certain areas where 
other crops may be produced. There are many pear growers, for 
example, who are also prune and apple growers. But for the most 
they are primarily pear growers. I cannot speak for the other 
commodities. 

Mr. Roosrverr. Any further questions ? 

Mr. Avery. Just to verify what I think I see here, Mr. Girton, 
have you virtually doubled the production of Bartlett pears since 
1940? 

Mr. Girton. Yes, sir. 

Mr. Avery. Well, I would just like to add that I think you are 
doing a pretty good job to be not in any worse shape than you are. 
[ Laughter. | 

Mr. Roosrvetr. Counsel, do you have any further questions ? 

Mr. MacIntyre. No, sir. 

Mr. Roosrveitr. We want to thank you very much, Mr. Girton, for 
your help to the committee. 

The committee will now hear from Mr. David House, of the Frank 
Wilson Co. Mr. House, would you come forward, sir? 

Would you raise your right hand? 

Do you solemnly swear to tell the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Hovss. I do. 


TESTIMONY OF DAVID HOUSE, OF THE FRANK WILSON CO. 


Mr. Roosrvetr. Mr. House, won’t you make yourself comfort- 
able? Mr. House, it is my understanding you are the first of our 
witnesses that represent the cannery interests, and that in your par- 
ticular case, that you are a representative of a small cannery, and that 
you primarily do not sell much to the California Street buying 
group, and that you have reasons for that practice, and perhaps you 
might want to tell us about that, and if so we would be happy to know 
why. Before you start, may I ask counsel at this time to submit the 
copies of the California Fruit News of April 12, 1958, and several 
other editions which were referred to earlier as being the particular 
reasons why the cannery industry was unhappy, for inclusion, not 
for printing, but only to be included in the records of the committee. 
ee objection, the material will be included in the committee 

es. 

Mr. MacIntyre. Mr. Chairman, I would then like to identify that 
material. One of them is an article that appeared in the California 
Fruit News of April 12, 1958, entitled “Concentration of Buying 
Puts Squeeze on Canners.” 
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Mr. Roosrveir. Counsel, if you would also state that this has a by- 
line of an author, I think it should be included. 

Mr. MacInryre. It is by the author Robert Couchman publisher of 
that publication. Another article is under date of April 19, 1958, ap- 
pearing in the California Fruit News, and is entitled “California 
Street Buyers Play Cat and Mouse Game,” also by Mr. Couchman. 
Another one appeared under the date of April 26, 1958, in the Cali- 
fornia Fruit News under the title, “Canners Are V ulner ‘able to Joint 
Buyer Attack,” by Mr. Couchman. Another one appeared May 10, 
1958, in the California Fruit News under the title, “Tri-State Canners 
Seek To Strengthen Their Selling Position,” by Robert. Couchman. 
Another one appeared June 7, 1958, in the California Fruit News, 
under the title, “Canneries Resent the One-Sided Order Routine,” by 
Mr. Couchman. “Abudaae one appeared under the date of August 8, 
1959, in the California Fruit News, under the title, “Buyer Squeeze 
Torpedoes Cling Peach Market Opening. Corrective Measures Are 
Needed.” That is by Robert Couchman. 

Therein, of course, he has, as the articles show, purported to quote 
observant cannery executives on those points. And as the chairman has 
noted, these will be in the committee’s files for the information of the 
members of the committee in the consideration of this problem. 

Mr. Roosevert. I think I must say in fairness, though, that the per- 
sons quoted are not identified. 

(The documents referred to are attached to the files of the com- 
mittee.) 

Mr. Moore. Do we anticipate having Mr. Couchman as a witness? 

Mr. Roosevett. He has not offered to be a witness, and frankly un- 
less he offered to come before the committee and offered to identify 
his sources, I believe we would run into a problem of the freedom of 
the press and inability to force him to identify his sources. And, 
therefore the committee did not plan to call him unless he indic: ated 
he was willing to come and do so. 

Mr. Avery. Has he been invited, Mr. Chairman ? 

Mr. Roosrvetr. It has been indicated to him we would be happy to 
hear him if he wishes to come. 

Mr. Avery. I think the record ought to show during the course of 
the hearing today that there was a request for his voluntary appear- 
ance before the committee, in order that we might have the benefit 
of his knowledge. 

Mr. Roosevettr. We are on the record, and it does so show. 

Now, Mr. House, if you wish to proceed. 

Mr. House. If I can give a little background—I have been in the 
canning business since 1913, a considerable number of years, always 
with small firms. Frank M. Wilson Co. has been in business since 
1930. There has been testimony here today concerning the consolida- 
tion and the reduced number of canners, and I would like to point out 
one of the biggest consolidations that ever came about was in 1916, 
I believe, when the California Packing Corp. was formed. So these 
changes that are coming about are nothing new. A great many changes 
have come about in the industry. And as we have approached them 
each time, we thought it was something that was going to upset us 
terrible. 
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There have been buyers on California Street as long as I can re- 
member, which is a great majority of my 47 to 48 years. We don’t 
happen to sell too much to California Street—very little, as a matter 
of fact—for the simple reason that we have tried to build our business 
among small wholesalers and small loca] chains over the United States. 
We have always believed there was safety in having your eggs in a lot 
of different baskets. 

The canners, some of them, prefer to take the opposite course and 
sell in large quantities to large buyers. It costs them less money to 
do business in a few markets than it does to do business in a lot of 
small markets. For the sake of safety, we have tried to confine the 
great bulk of our business to the smaller buyers. Whether or not we 
are right or wrong, time will tell. 

Mr. Srerp. May I ask you this question? In the way you operate 
how much are you influenced by the prices that are set on California 
Street? How much effect does that have on your business? 

Mr. Howse. I am not sure that the prices are set on California 
Street. We blame California Street for the prices. Quite often those 
prices may originate in New York, in Chicago, or Los Angeles, or they 
may originate in the export market, because of the fact that there are 
not. only a lot of buyers on California Street, but there are a lot of 
California Street brokers, exporters, and the canners are close to 
California Street. We commonly refer to the term as California 
Street, but I find that as a practice, that those prices that are on 
California Street are also in the other big markets. California Street 
probably at the present time does more buying than any other single 
market. But you must remember that Chicago and New York and 
Philadelphia, Los Angeles, are also big buving centers. And we find 
customers in Los Angeles or New York or Chicago just as competitive 
in their buying ideas as California Street. 

Mr. Streep. What I was getting at is this, really, when you contact 
a customer to make an offer of some merchandise you have for sale, 
what are the factors that determine the price? 

Mr. Hovsr. For a small independent canner the price is deter- 
mined in the first place largely by the price of the advertised brands. 
We have to have a differential, because we do not advertise nationally. 

Mr. Streep. In other words, you have to follow the established prices 
and trends? 

Mr. Hovsr. We have to have a price differential, and we follow 
that. Then quite often that price is further influenced by certain 
canners who are more anxious to sell than we are but if they start 
generally selling over the country, other canners have to meet the 
price. One canner can make a cheap price and nobody pays any 
attention to it. But if two or three follow that one, pretty soon we 
are all in the position of having our customers against the competition 
of the lower seller. So we may meet the price or sit back and hold our 
merchandise for a while. We have the privilege of either selling or 
not selling on the market, whether we like it or not. 

Mr. Steep. That is all, Mr. Chairman. 

Mr. Roosrvett. Mr. MacIntyre, do you have any questions? 

Mr. MacInryre. I have a few questions, if I may, Mr. Chairman. 

You have sold a considerable amount of material for private label 
accounts, have you not? 
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Mr. Housr. That is right. We sell—our business is largely in the 
private label. 

Mr. MacInryre. What are the names of those accounts to whom 
you have sold those private label goods? 

Mr. Roosrvert. Mr. House, I want to make sure—if you have any 
hesitancy in answering a question you will so indicate. In other 
words, I don’t want you to reveal anything of a confidential nature, 
or that you consider to be harmful to your business. 

Mr. House. Well, we will sell to most anyone if we have the mer- 
chandise to sell—pri ivate label. I have enjoyed quite a bit of business 
with Smart, Final & Iris Co. in Los Angeles. The Iris label is one of 
the leading lines down there. We for many years have had a portion 
of their business. 

Mr. MacInryre. Do you have a label of your own ? 

Mr. Houser. We have a label of our own, yes. But presently no one 
on the Pacific coast in the way of wholesale grocers will buy cannery 
labels as a regular thing because they have their own labels. 

Mr. MacIntyre. In your sale of canned products, under your label, 
to wholesale grocers, in carlot quantities, for shipments to points away 
from here, have your prices been higher than to your private label 
accounts here on California Street ? 

Mr. Moore. He says he doesn’t sell to California Street. 

Mr. House. Normally the price would be the same. We also have 
the privilege, if we have something that is in surplus, of taking a 
price from possibly someone on C alifornia Street or in C hicago or 
New York that may be below the price at which we normally would 
be selling merchandise. But normally we would get the same price 
on California Street that we would get in other places. That is why, 
maybe we don’t do much business on California Street, because we 
have the privilege of saying “No.” 

Mr. MacInryre. If the records in possession of this committee 
show that you have done business with California Street for as much 
as 20 cents per case less on yellow cling peaches in this last few months, 
you would of course be willing to accept those records, wouldn't you ? 

Mr. Hovuse. That is right. And also probably the records would 
show that I had sold it for 20 cents a case or more less in other mar- 
kets, where there was no California Street buyer, too. 

Mr. MacInryre. Do you recall having written, or Mr. Bob Jones, 
of your company—you know him, don’t you? 

Mr. Hovsr. Fe is no longer with us. 

Mr. MacIntyre. But he was with you, wasn’t he? 

Mr. House. At one time, yes. 

Mr. MacIntyre. Do you agree in a statement he made in a letter 
to one of your principal buyers on California Street, regarding pri- 

rate label business that you were doing with him, to the effect that it 
was a nonprofit item? Do you agree with that statement of his? 

Mr. Houser. We have sold a lot of nonprofit items all over the 
United States. I don’t know about his letter, or what he was particu- 
larly referring to in that letter. 

Mr. MacInryre. Let me show you his letter, and I will ask you if 
you agree with that, without identification of the account on the 
record? That is Mr. Jones’ letter, isn’t it, of your company? 
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Mr. Houser. That is apparently. When I put my glasses on, I will] 
be able to read it. 

That is absolutely correct. The item refers to tomato sauce, and I 
think he was paying the same price as everybody else, and I think 
every customer we had on the private label were told to get their 
labels in, we couldn’t afford to pack it, because it was a nonprofit item, 
unless we had their labels and could label it off the line. 

Mr. MacInryre. So in situations of that kind, in packing for the 
private label, it was, as Mr. Jones stated, a nonprofit item ¢ 

Mr. Houser. That is right. I can never remember a year when I 
thought I made any money on tomato sauce. 

Mr. MacIntyre. We have been told, Mr. House, that representa- 
tives of the large chainstores, or at least some of them, with offices 
on California Street, buying from the canners, frequently ask for 
gratuities in the form of favors such as a boat trip to Hawaii, or a 
trip up to Lake Tahoe. Has your company been approached by any 
one buyer for any favor of a weekend tour any place ? 

Mr. Houser. No. I have heard of things like that, not only in Cali- 
fornia Street buyers, but other buyers, in other businesses. And I 
have never been approached on anything like that. I will say this, 
customers all over the United States are very much in the habit of 
doing such things and writing you letters and wanting to know if you 
won't contribute to a certain ‘pet charity of theirs, or to some worthy 
cause, or to join some association that they think they are especially 
interested in. But that is not a California Street practice. And as 
far as I know, the California Street buyers are much more particular 
not to do anything like that than the small wholesale grocers or the 
small chain in some small town, who thinks that it would be a good 
idea. 

Mr. MacInryre. Is it your testimony that your company has not 
been approached with requests of that kind from the representatives 
of some of the big chainstores on California Street ? 

Mr. Houser. That is my belief. 

Mr. Moore. You make that statement to the best of your knowledge ? 

Mr. House. To the best of my knowledge. And as the head of the 
firm, I am sure if anything serious had come up, I would know about 
it. 

Mr. MacIntyre. Is it your testimony that your prices on tomato 
juice have been the same to wholesale carlot buyers for shipments to 

‘arious points in the country as they have been to the local California 
Street buyers for large chainstores? 

Mr. House. I don’t—I sell so little tomato juice to any California 
Street buyer. I am sure their price is equal to or in some cases it may 
be even higher than we have had to sell in certain other markets 
where competition was tougher than it was in San Francisco. 

Mr. MacIntyre. Your “testimony is to the effect that there has 
been very little of your business done with the large chainstore buyers 
on California Street. 

Mr. House. I have some business, and they are paying list, which 
is the same as everybody else is paying at the present time. 

Mr. MacIntyre. Less than what ? 

Mr. Hovse. I say they are paying our list price, which is universal 
over the United States, whether a guy buys 5 cases or 5,000. 
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Mr. MacIntyre. What part of your total sales would you say are 
made to the California Street buyers of the large chainstore organi- 
zations ¢ 

Mr. House. Maybe 2, 3, or 4 percent. 

Mr. MacIntyre. So upward of 98 percent of your business is done 
with other buyers. So consequently, you do not find it necessary to 
depend on the large chainstore buyers in California Street for your 
business ? 

Mr. Hovusst. That is right. I might state the business that we have 
on California Street is generally business that we had many years ago, 
before the buying was consolidated on California Street. Because 
you remember that firms that may have a buyer out here now it 
wouldn’t possibly, didn’t have a buyer, or that the firm that we do 
business with now, may be a member now of a big group, whereas 
years ago he was not. But our business that we have had on Cali- 
fornia Street is largely business that we have had for-many years. 
And as a matter of. fact, some of those people had buyers on Cali- 
fornia Street many yearsago. It isnothing new. 

Mr. MacIntyre. Do you recall the statement that was made here 
quite recently, that is, this afternoon, that a canner needs to be saved 
from himself, and it was explained that what was meant by that 
statement was to get away from the matter of marketing his merchan- 
dise through a single large buyer under the buyers label. Do you 
recall that ? 

Mr. House. I remember that statement. 

Mr. MacIntyre. Do you agree with it ? 

Mr. Houser. I agree with that. I have a feeling that the only thing 
that is wrong with the canning industry in California is the intensive 
competition between canners who don’t want to work too hard some- 
times, and it is easier to go to a few markets, not only in San Fran- 
cisco, but Chicago, New York, and Los Angeles, rather than spread- 
ing it out through the smaller markets. And it is canner competition. 
I can’t blame any buyer, whether he is in San Francisco, California 
Street, or in Los Angeles or New York, from buying at the best price 
available. And the canners make the price, not the buyer. 

Mr. MacIntyre. And the reason you agree with the statement that 
I have referred to is because you feel that as that other person 
did, to put all of his eggs in that one basket 

Mr. House. Makes him vulnerable. 

Mr. MacIntyre. Pricewise and marketwise. And makes him a 
captive of that one or of a few buyers. 

{r. House. That is right. 

Mr. MacIntyre. And isn’t it your experience and knowledge that 
in so doing, he is selling to those few buyers at lower prices than are 
being secured by others for the same quality merchandise? 

Mr. House. Well, that may be. His costs of selling may be less, if 
he is restricting himself to that type of merchandise. 

Mr. MacInryre. Well, let us refer to this item I called your atten- 
tion to. You agreed that the private label business there was a 
nonprofit item. 

Mr. Hovse. Our own label business is a nonprofit item on that 
particular merchandise. 
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Mr. MacIntyre. Well, yellow cling peaches on a private label at 
$4.50, would it be a profit item ? 

Mr. House. No. 

Mr. MacIntyre. Well, there is information in the hands of this 
committee that many, many thousands of cases went at that price 
under private label to California Street buyers. Would you agree 
that that would be nonprofit ? 

Mr. Hovuse. I shipped many cases at $2.35 a dozen or $4.70 a case, 
not only to private label buyers, but under my own label, because at 
that time that was the market. I think it was very foolish that the 
canners made the market there. 

Mr. MacIntyre. Well, could they do otherwise ? 

Mr. Howse. Yes. 

Mr. MacIntyre. What could they do? 

Mr. Houser. They could have refused to sell that cheap, because they 
knew they couldn’t replace it at that price. They had very good 
reason to believe that. But as near as I can find out, an export sale 
was made at that price, and the word got around, and canners are 
very gullible people, and once the word got around that somebody 
had sold at that price, others began selling at that price, and pretty 
soon it was the general market. And I accepted it for my firm. 

Mr. MacInryre. Do you know of wholesale carload buyers gen- 
erally buying at that price out of California ? 

Mr. House. One of my biggest shipments was made to a small local 
chain out of the State of California. I hated to do it, but he was a 
good customer, and I knew he could buy at that price, and I had no 
choice. I didn’t have to sell to him, but I wanted to ship some peaches. 

Mr. MacIntyre. My question went to the wholesaler who buys in 
a carload quantity for resale to retailers. Do you recall selling any 
one of such customers at such low price? 

Mr. House. Yes. It didn’t make any difference to us whether our 
customer was a California Street customer or a local wholesaler in 
Tennessee, or whether he was a local chain in Oregon. 

Mr. Roosevetr. Mr. House, you have just blamed the other canners 
for doing it, because you said if they had not done it, the people 
wouldn’t have been able to buy it anywhere else. But you did the 
same thing. 

Mr. Houser. That is right, when it became general we did. We sat 
back and waited. 

Mr. Roosrvetr. But you didn’t do it until it became general ? 

Mr. Hovsr. When it became general, then we had to meet it, or 
else sit and hold our merchandise, and let our customers go to some- 
body else. 

Mr. Roosrvetr. So in essence, if the big canners do it, you have 
got to do it? 

Mr. Howse. That is right. However, the big canners didn’t start 
this, in my estimation. 

Mr. Roosrvetr. Who did? 

Mr. Houser. Some medium-sized canners. 

Mr. Roosrvetr. A little while ago you said they didn’t have much 
influence. 

Mr. House. When a large number of canners do it, normally the big 
advertised brands don’t bother us much on price. They like to get a 
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profit if they can, and they generally hold the price. It is generally 
independent canners who get panicky or something and start selling, 
and then some of the big businesses get mad, and pretty soon their 
price is down, and then we all have to do it, like a bunch of sheep. 
But after all, who benefits—the consumer? And don’t let anybody 
tell you that the selling price of peaches in the stores doesn’t go down 
when the wholesale price goes down. It may be a month or two 
months later before it has its effect, but eventually the consumer gets 
the benefit of it. And the consumer then will be getting the benefit of 
it for a considerable period after the cannery price has gone up again, 
because it takes another month or two for that to get down to the 
retail level. 

Mr. Roosevetr. I think we are getting into that part of it from 
the actual statistical figures which are available. 

Mr. MacIntyre. Mr. Chairman, we do have the figures from the 
leading chainstore organization showing the prices at which they 
made sales in the principal cities of the country on the first Tuesday 
of each month for the last 6 months. They show some slight varia- 
tions in price. But as I observed to one witness this morning, the 
214-sized cling peaches were selling at 30 or above until recently, just 
in the last few weeks. They have changed a little, but not much in 
the 16 months. 

Mr. House. I think that is true. The price broke late in the spring, 
or early in the summer, if I remember right. It was around June or 
July that the price broke. And it probably would take until Sep- 
tember for the full effect to reach the retail trade. 

Mr. MacIntyre. But as was brought out this morning, that price 
change has been less than 4 percent in the retail price downward. 

Mr. Roosevetr. Mr. House, is it your opinion that there is much 
below-cost selling, not only nonprofit, but actually below cost selling? 

Mr. Howse. There is quite a bit of below-cost selling, I would say, 
in the industry. 

Mr. Roosevett. Is this done primarily again by these independents 
or middle-sized companies you are talking about ? 

Mr. Howse. I can’t put the finger on any one particular group. 
Sometimes some of the largest firms get overstocked, and then they 
make some moves which look silly at the time, maybe they are not— 
they know they are low-cost sales. At other times, larger firms hold 
pretty steady. And it seems to be some of the smaller ones doing it. 

On the average, naturally, the canning industry has to come out 
approximately at a little above cost. on their total volume of business. 
Now, there have not been very many canners going out of business 
in the last few years. We have at various times in the past had 
situations where a number have gone out. After the war—because 
anybody could make money during the war—there were some firms 
that did go out of business, between 1947 and 1949, but Korea came 
along and bailed a few out in 1950. 

Mr. Roosrvettr. There were 30 of them that went out of business in 
1958. 

Mr. House. In California? 

Mr. Roosevetr. I think that is all over the country. 

Mr. House. Yes—because of a very heavy overpack of peas in 
1956-57. The pea market has been very sick, and the Midwest and 
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the East have lost quite a number of small canners who were pretty 
much tied to peas or peas and corn. But I don’t know of any recent 
failures in California. It has been rough going. But in my 47 years, 
we have had a few good years—1917, 1918, 1919 were very nice; 1942, 
1943, 1944, 1945, and 1946 w ere good. And we had a rough time in 
1949. Pr actically all canners in California in 1949 lost money. Be- 
cause we had gotten over the recent war, and we had overproduction. 
But 1950 kind of bailed us out a bit. And since 1952, we have been 
very competitive again. 

But as far as anybody being at fault, you had a lot of testimony 
here from growers about their problems. The reason that we have 
such a competitive situation is that there are too many growers with 
too much land in California, and any crop that looks good is going to 
be overproduced. 

We have done some talking about Federal and State marketing 
orders. We have had a m: keting order on cling peaches for a good 
many years, and we have suc eeded i in holding the umbrella over other 
products, to the point where we have had tremendous plantings of 
cling peaches. We have got a surplus in sight beyond anything we 
have had yet. And all the market order has done is give us an 
illusion of a high price which the grower hadn’t realized, because in 
good crop years he has had to throw part of his crop away, and the 
consumer has paid the bill. And I believe that we need less marketing 
orders and less Government control, and let nature take its course, 
because we will never get rid of the overplanting as long as we have 
this marketing order. 

On tomatoes, they asked for a marketing order last summer, and 
after finding out what the growers and the canners thought with re- 
gard to the effect that the marketing order would have on this indus- 
try, the State decided they didn’t want any part of it, unless it was a 

national order. Well, it would be very difficult to administer a na- 
tional order. The California Tomato Growers, in my opinion, can 
raise tomatoes in competition with the rest of the country if they ‘have 
a free market. They were very lucky this year that they got, and they 
should thank the canners for having g sotten $21.50 for their tomatoes, 
because they would have planted them for $20. Growers came into 
me on that. They were members of the association. They could not 
sign a contract because they were tied to the association. The only 
question was “Mr. House, how many acres of tomatoes can we plant 
this year.” We held our acreage down. We told them because the 
market was very sick last spring, at the time these tomatoes were 
being planted. We told them how many acres we could take, and we 
would pay them the market price when established. 

Mr. Brown. So in effect, Mr. House, you were controlling acreage 
instead of marketing agreement ? 

Mr. Howser. That is the only way I know to keep out of trouble of 
overproduction, is for the individual canner to make up his mind how 
much he can sell without getting into trouble. And the growers then 
should plant what can be sold. And my growers plante 1d the acres age 
that I told them they would plant, and I warned them they might 
have to take $18 or $20 because the market was very sick. 

Fortunately for the growers, the California Packing Corp., in an 
effort to keep the price from getting down to $18 or $20, named a 
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$21.50 price early, before planting time, to give the growers warning 
of how much they could take. And the mistake that was made was 
that the growers did not heed the warning, but were so anxious to 
plant that they planted tomatoes in excess of what any canner ex- 
pected to take. The only thing that saved them was the rain in 
September. 

Mr. Brown. I am sure you don’t want the record to stand here for 
these newspapermen that the consumer paid for the growers destroy- 
ing part of their crop, do you ¢ 

Mr. Houser. Not this year on tomatoes they didn’t pay for it. On 
peaches, the consumer definitely paid for that 12 percent. 

Mr. Brown. Just a second, Mr. House. We had testimony here 
just a moment ago showing that the growers had a cost of $48 to $51 in 
the peaches that they produced per ton, and they sold for $45. Actu- 
ally, they subsidized us consumers at the rate of $3 or $4 a ton. 

Mr. House. You are talking about freestone sendhien, where there 
was nothing thrown away, and there was no marketing order 4 

Mr. Brown. W ell, they have a marketing association. 

Mr. Houser. But that is an entirely different thing. They have a 
growers association who try to bargain on a price with the canners. 

Mr. Brown. Well, the same thing in clings. There is an advisory 
board. 

Mr. House. In clings, the Canning Peach Association, which is a 
growers association, bargains for the price of clings. But in addi- 
tion to that, we have a State marketing order, and I have been a mem- 
ber of the board for more years than I like to remember, and I have 
fought the idea of holding the clings peach pack down and the price 
up to the consumer in order to insure everybody a profit. 

Mr. Brown. Now, what we have discovered here, and I want to 
rebut this, if I may—we have already discovered from sworn testi- 
mony that in clings or freestones, the growers themselves are getting 
less than cost of production. If the price is up to the consumer, some- 
body is the culprit besides the grower, because they are not even 
getting an even break. 

Mr. House. Of course the growers would like to feel that the 
canner or the distributor is making a nice big profit on that. 

Mr. Brown. Whether they are or not, the grower knows he is not. 

Mr. Housr. The grower prices have not been, I would say, satisfac- 
tory to the grower this year. But you must remember that the grower 
on cling peaches last year got about $6 a ton more, and he has gotten 
as high as $77 for his clings, with the marketing order, and thrown 
some away, and the result has been to make the grower believe, regard- 
less of what his figures showed it cost to raise cling peaches, that he 
had a better deal on planting peaches, both clings and free’s, than 
some other crops. And so he has planted peaches - way in excess. 

Remember that before World War II, as of 1940, about 10 million 
cases of cling peaches was about all the United States would consume 
in a year. ‘And we had a big export market in those days. In the 
last 19 years, we have built that up to where this year we have packed 
21-odd million cases of cling peaches, which we expect to move. 


Now, the country has not “doubled in population by one whale of a 
lot. 
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Mr. Rooseveir. Yes; but, Mr. House, if your philosophy is correct, 
the reason he went into that is he is doing so badly in all the other 
things he might put his money into. This is the only thing left he 
may get out even. And then we find he is not getting out even. 
That certainly doesn’t make much sense. 

Mr. Hovse. All right. The California grower can’t grow very 
much cotton because of the Federal restrictions on cotton. He can- 
not grow too much sugar beets because of restrictions on sugar beets. 
He can’t grow corn or do this or that. So he grows the crops not 
controlled. 

Mr. Roosevett. So you let him take it off that, so he could go into 
that and bust those people, too? And everybody should be busted ? 

Mr. House. Maybe we should put all the farmers under control and 
produce only as much as can be marketed with a profit to everybody 
along the line, and let the consumer pay the bill. 

Mr. Brown. That is the way the steel mills and automobile manu- 
facturers do. But, just a second. Let’s get to your end of the busi- 
ness a second. Is your company’s net worth greater today than it was 
5 years ago? 

Mr. Houser. Five years ago would be 1954. It isa few dollars more. 

Mr. Brown. Is it greater ‘than it was 10 years ago? 

Mr. Hovse. Just a few dollars more. That would be 1944—no; 
1949. There hasn’t been much change in our overall w na between 
1947 and 1959. A gain of 1 or 2 percent net worth a yea 

Mr. Brown. Now, do you loan money or contract w Ghe rowers and 
so forth to get your assurance of supply—do you ? 

Mr. Housr. We contract with growers for most items that we get; 
yes, sir. 

Mr. Brown. And you furnish credit ? 

Mr. House. Well, we try not to. But growers are always running 
short of money, you ‘know, before their crop is ready and have to have 
a little help. ‘We are not big enough, and we have to borrow a 
lot of money. Weare not in the business of financing growers. We 
do make advances. 

Mr. Brown. I can see if they are losing money on every ton they 
sell, they would run out of money occasionally. 

Mr. House. They run out in the spring of the year, when they are 
producing their new crop. But they have all got some money—in 
spite of the fact that they didn’t produce the 17 tons that they claimed 
they lost money on tomatoes, most of them seemed to have money at 
the end of the season. 

Mr. Brown. But you furnish some credit and contract almost all 
of your supply in advance? 

Mr. House. Yes. 

Mr. Brown. That takes quite a bit of capital; doesn’t it? 

Mr. Hovusr. Well, we have to borrow a lot of money, and it takes a 
lot of capital to pack 114 or 2 million cases of merchandise a year, 
because we must remember when the growers are talking about their 
21.50 a ton, that is maybe only 214 cents a can of a can of tomatoes 
that costs 15 cents a can. The cans cost more than the tomatoes. 

Mr. Brown. We are talking about your end of it now. This capital 
that you have to go out in the open market and borrow, is that regu- 
lar commercial bank loans ? 
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Mr. House. Yes. 

Mr. Brown. Has the tight-money policy of recent years affected 
you any in getting adequate capital ? 

" Mr. Housr. Up to now I would say it has not. I have not had any 
change in interest rate recently, within the last couple of years. 

Mr. Moore. Are you aware of such a thing as tight-money policy ? 

Mr. Hovsr. I have been hearing about tight money; yes. I 
wouldn’t want to say that if it continues, that maybe next year I might 
have to get a little more interest. 

Mr. Brown. But right now you have no trouble getting capital? 

Mr. House. Well, I have a commitment from the bank before this 
year started for a certain amount that I figured was my requirements, 
they figured was my requirements. I have not borrowed all of that 
money. So Icouldn’t say I have any trouble. 

Mr. Roosrvett. Mr. House, in short, then, what your suggestion to 
the committee is that we fold up and go home, because there are no 
problems in the industry that we can do anything about to help, is 
that right? You asked to come before the committee, and if that is 
your message to us, that is up to us to evaluate ¢ 

Mr. Howser. I would say that comes pretty near to summing it up. 
[ Laughter. | 

Mr. Roosrvetr. Well, all I can say is, Mr. House, that I am de- 
lighted to know that you are a small canner who feels you are safe in 
your own line, and God bless you. 

Mr. Houser. I didn’t say I felt safe. It has been very competitive 
and I expect it tocontinue. It has been that way all of the time except 
some war years, and I hope we don’t have any more war years. But, 
nevertheless—in 1946, I had a ceiling price—God help us if we have 
another OPA—the OPA gave me a ceiling price of $5.2614 a dozen on 
No. 10 spinach. I have never gotten that price since. And I have 
sold it as low as $4.30 a dozen within the last year. And today’s 
price, the top is $4.85. And we have had increases in cans and labor, 
in cases, and gas and fuel oil and everything else that we buy, labels 
and everything else over that period of time. 

Somebody made the statement today in here that—regarding Dr. 
Hoos—you were questioning him about the adverse effect of wages. 
We have absorbed pretty much the increases in wages through addi- 
tional higher speed equipment and new equipment. We have put 
a man on a lift truck that can do the work of a dozen men in hand 
trucks. Those things have come about in the last few years. We 
have absorbed those wage increases—but at the expense of the number 
of people employable, because we hire a lot less people than we hired 
to do the same amount of work. 

Mr. Roosrevetr. That is known as automation, and it is happening 
all over the country. And very few people are bothered by that 
fact. 

Mr. Hovss. And the labor unions go ahead and demand more wages 
to force more automation all the time, and then they cry about un- 
employment. 

Mr. Roosrvetr. Well, wait a minute. I don’t believe for a minute 
that if someone came up to you with a piece of machinery that would 
enable you to cut 10 people off the payroll, even if they didn’t come in 
and ask for high wages, that you wouldn’t put that piece of machinery 
to work, do you? 
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Mr. House. That is right. But what makes the automation come 
about is the incentive produced by the increasing wage cost. 

Mr. Roosrvetr. No; it is the fellow who has an inventive mind who 
always is going to try to come up with something better to enable you 
to operate. 

Mr. House. But the inventor works to the place where he is going 
to get a return for his money. 

Mr. Rooseveitr. Sure. And even if you are paying half of what 
you are paying to do the job, if you could save more money by using 
that piece of machinery you are going to buy it. 

Mr. Hovuss. That is right. 

Mr. Brown. Mr. Chairman, it isn’t all dark, because there are some 
people employed in making that automated equipment, Mr. House, 
and every time we put in a piece of equipment we hire instead of a 
common laborer a mechanic, a skilled man. 

Mr. Roosrvett. So that it has its compensations. 

Mr. House. Yes, and the consumer benefits by it. 

Mr. Roosevetr. I thoroughly agree with it, and I don’t want to 
stop it. But I don’t want to lay it all on workers’ demands for better 
wages, because that just plain ain’t so, if you excuse the language. 

The other thing I wanted to get at—do you follow the practice of 
set-asides or reservations or whatever you want to call it? 

Mr. House. That is right. For many years, in the canning indus- 
try, it was customary for the canner to sell his pack to his customers 
at a fixed price, with a fixed delivery date, generally December 31. 
During the last 10 years that has changed to where we do not send 
out a signed contract any more. We send them a booking. They 
send in their sales ticket, they call it, the broker does. And we make 
up on our contract form the list of the merchandise, and either put 
in a price for prompt shipment, later shipments at market, or we 
simply write on it “Market price at time of shipment” because we 
are not bound to deliver to them any more than they are bound to 
take it. And if somebody else comes along and ships it first, at a 
satisfactory price, we may not have it for the guy who is dragging 
his heels and is not shipping. We have no more obligation to give 
it to him than he has to—— 

Mr. Roosrvett. Isn’t it generally so in the business that a reserva- 
tion is an obligation on the part of the canner ? 

Mr. Houser. I don’t think so, any more. 

Mr. Roosevetr. But isn’t it at least a moral obligation to do so? 
You wouldn’t stay in business very long with that firm 

Mr. Hovusr. You have a moral obligation to see that he gets it if 
you have it, and he is shipping it. But if he makes a reservation, and 

e doesn’t ship anything, and one day he wakes up and you have 
shipped out to other customers, you have no moral obligation to him 
any more, because it has got to be a two-way street. If the buyer is 
not obligated to take it, you are not obligated to deliver it. 

Mr. Roosrveir. So what use is it? 

Mr. Hovss. It is simply an estimate of what the customer is going 
to use, and you may not agree with him on what he is going to use, 
and you may tell him he is booking too much or not enough. But it 
is an estimate of what he is going to use. 

Mr. Roosrvett. Why wouldn’t it be just as good to use last year’s 
history, or the last 5 years? 
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Mr. Housr. Most of our bookings are based on last year’s history, 
plus what we think he can do this year, or what he thinks he can do. 
And if one customer underbooks, and another overbooks, we simply 
transfer the stuff, and hope we are sold out pretty well by the time 
another pack comes. And, remember, we are gamblers as canners. 

Mr. Roosevetr. You sure are. 

Mr. Hovuss. The gentleman over there referred to the automobile 
and steel men. They are in a different position. They can make steel 
every day in the year as they need it, they can make automobiles as they 
can sell them, and when they begin to get ahead they can stop making 
them. But when you buy the farmer’s produce, you are going to pack 
them once, and that has to be a 12-month supply for the industry. And 
you don’t know what the market is going to be 12 months from then. 
‘And, not only that, you generally buy that crop or induce them to plant 
that crop 2 to 3 months, up to 5 or 6 months before it is going to 
mature. And you may set the price to him in December on a crop that 
you are going to harvest the following May, or you may set it in 
February on a crop you are going to harvest in September. 

Mr. Roosrvetr. Of course you do get some control over the liquida- 
tion of your carryover, because you are able to sell it, which he would 
not be able to do because he has a perishable crop. 

Mr. House. That is right. But the canning industry is a great deal 
more than simply taking the grower’s crop and passing it on to the 
consumer. 

The fresh market shipper has comparatively a small expense, and yet 
fresh market tomatoes in any city today will be much higher than 
canned tomatoes. The grower gets a bigger share from the canned 
than the fresh tomatoes, although the cans and the labels cost a great 
deal more than the shipping of fresh produce. That is why canned 
goods are growing in use, and fresh stuff is going down a little. 

Mr. Roosevenr. Mr. Moore, any questions? 

Mr. Moore. No, except that I am happy that Mr. House came here 
to testify, and I am glad he found a good year in my gener ation. I 
for awhile thought it was going to be limited to the 17, 18, and 19 
crop. But I found not only your testimony interesting , but you are a 
very interesting individual, sir. I appreciate your coming here, and I 
understand you are a volunteer. 

Mr. Roosevett. That is right. 

Mr. Hovsr. I volunteered because they said do you need a subpena 
or will you come voluntarily? [Laughter. } 

Mr. Roosrveir. Not having received a subpena, Mr. Avery, do you 
want to ask another question 4 , 

Mr. Avery. No; I think not, except to associate myself with the com- 
pliments to our witness. 

Mr. Houser. Thank you. 

Mr. Roosevett. Mr. House, thank you very much. 

Mr. Yerby and Mr. Elston of the California Packing Corp. Will 
you come forward ? 

Mr. Menson. Mr. Chairman, my name is Melvin E. Menson. I am 
an attorney. This is Mr. Ross Yerby, and this is Mr. R. H. Elston. 

Mr. Roosrvetr. Gentlemen, do you solemnly swear that the testi- 
mony you are about to give before this committee shall be the truth, 
the whole truth, and nothing but the truth, so help you God? 
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Mr. Exsron. I do. 
Mr. Yersy. I do. 


TESTIMONY OF ROSS YERBY AND R. H. ELSTON, ACCOMPANIED By 
MELVIN E. MENSON 


Mr. MacIntyre. Mr. Chairman, I think that the record should show 
that both Mr. Yerby and Mr. Elston are here under the requirements 
of subpenas. 

Mr. Roosevetr. Yes. From the last witness’ statement I don’t think 
it makes much difference. But you are here. 

Mr. Counsel, do you wish to proceed ? 

Mr. MacIntyre. Yes, sir, Mr. Chairman. 

Mr. Yerby, how long have you been vice president in charge of sales 
for the California Packing Corp. ? 

Mr. Yersy. July 2, 1959. 

Mr. MacIntyre. What was your position prior to that ? 

Mr. Yersy. General sales director. 

Mr. MacIntyre. What period of time? 

Mr. Yersy. One year. 

Mr. MacIntyre. And before that? 

Mr. Yersy. Director of merchandising. 

Mr. MacIntyre. For how long? 

Mr. Yersy. For about 2 years. 

Mr. MacIntyre. So for the last 3 or 4 years, you have been in a 
position to know of and to participate in the policy and determinations 
of the California Packing Corp. regarding sales policies. 

Mr. Yersy. That is right. 

Mr. MacInryre. And Mr. Elston, have you identified yourself for 
the record ? 

Mr. Exsron. R. H. Elston. 

Mr. MacIntyre. How long have you been employed by the Cali- 
fornia Packing Corp. ? 

Mr. Eston. Since 1930. 

Mr. MacIntyre. As a salesman ? 

Mr. Exsron. I have been a salesman for 17 years. 

Mr. MacInryre. And you are under the supervision of Mr. Yerby? 

Mr. Exsron. That is correct. 

Mr. MacIntyre. Mr. Yerby, in your position, and particularly in 
this past year, you are well acquainted with the prices at which Cali- 
fornia Packing Corp. has made sales of yellow cling peaches, 214 can 
sizes ? 

Mr. Yerpy. I would say so. 

Mr. MacIntyre. And through the early months of 1959, your price 
on Del Monte California Packing Corp.’s 2% size yellow cling peaches 
is about $6.50 a case? 

Mr. Yersy. That is correct. 

Mr. MacIntyre. That applied to all purchasers ? 

Mr. Yersy. That is correct. 

Mr. MacIntyre. In carlot quantities? 

Mr. Yersy. That is correct or lesser quantities. 

Mr. MacIntyre. Whether they be buyers on California Street or 


wholesalers of grocery products at all points throughout the United 
States? 
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Mr. Yersy. That is right. 

Mr. MacIntyre. And they bought f.o.b. California ? 

Mr. Yersy. That is correct. 

Mr. MacInryre. Now, you did, during that same period of time, 
make sales of, under private label, to Safeway, I believe, Safeway 
Stores Co. 

Mr. Yersy. I don’t recollect the order. It is possible that we did. 

Mr. MacIntyre. According to the records before this committee, 
you did make sales in the first half of this year to the Safeway Stores 
Co. and packed those yellow cling peaches in 21% size cans at $4.90 a 
case, do vou remember that ? 

Mr. Yersy. In all probability they were a different grade. 

Mr. MacIntyre. How much difference is the brand of the Highway 
grade Safeway Co. that you packed for them and the choice brand of 
the California Packing ? 

Mr. Yrrsy. The Highw: ay is a standard label as I understand it on 
fruits in the Safew ay organization. We were selling them standard 
peaches for their standard label. I may be assuming there that High- 
way brand is the label they use on their standard fruits. I am not com- 
pletely familiar with their internal organization. 

Mr. MacInryre. We have information that you sold private label 
peaches to Winn-Dixie, during the same period of time, $5.15. And 
that was a standard brand. That is standard grade quality. 

Mr. Yersy. That is possible. 

Mr. MacIntyre. Would you say that they were of the same quality 
as the Highway brand of the Safeway Stores? 

Mr. Yrersy. I would have to look at the contract. I would say in 
all probability they are, yes, sir. 

Mr. MacIntyre. Would you inform the committee in writing 
whether there is any difference in the quality of those peaches that 
you sold under the Highway brand to Safeway Stores the first half 
of his year? 

Mr. Yersy. What is the period of time these were sold? Ona given 
week we could sell at one price and a week later at another price. That 
is quite possible, because of the market conditions that existed at that 
time. I think the date is most important. I mean for you to say in 
the early part of the year—you could take in a period of 2 or 3 months. 
We sold cling peaches, Del Monte cling peaches at $3.25 in the early 
part of July, and a few weeks later we were selling at $2.60. 

Mr. Roosrvett. Let’s put it this way. You sold Safew: ay the High- 
way brand at $4.90. The record of the committee will reveal the date 
of that. 

Mr. Yerpsy. Yes, I think that is important. 

Mr. Roosrverr. Assuming for a minute that the Winn-Dixie sale is 
the same standard brand, $5.15 and is of the same date, what would 
be the reason for the difference in price? 

Mr. Yepry. I doubt very much that it would be the same date. 

Mr. Roosrvett. In other words—— 

Mr. Yerey. I doubt that it would be the same date. I would have 
to look at that. I doubt it. We would very, very seldom participate in 
that. 

Mr. MacInryre. Will you inform the committee in writing what the 
basis was for the difference in price that you charged First National 
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on standards in the early part of this year, Kroger on its Avondale 
standard, private label standard quality 

Mr. Roosever. Which you sold at $4.50. 

Mr. MacInryre. And those you sold Safeway as the Highway 
brand, those you, of course, sold under the California Packing ad- 
vertised br and. Would you inform the committee about the differences 
in quality, the dates and the reasons for the differences in prices? 

Mr. Mensor. Counsel, if I may, knowing something about the work- 
ings of our business, I think we would have to have more specific dates 
as to dates of transactions. 

Mr. Roosrvetr. We will furnish you with the information, the date 
at which these prices are in our records. Will you then, as counsel 
has asked, submit to us the reason for the differences in prices, either 
as of those dates, or if they are at near or similar dates, why are they 
different, or even if they are 1 or 2 months apart, why are they 
different? 

Mr. Mensor. If we have the dates of the transactions, we can fur- 
nish that. 

Mr. Roosevetr. The committee will furnish you with that infor- 
mation. 

Mr. MacIntyre. Now, turning for a moment to catsup, your price 
on catsup is $3.35 in a certain pricing period in the early part of this 
year, and apparently that was your ‘list price to all customers, carlot 
buyers, buying f.o.b. California. 

Mr. Yersy. That is correct. 

Mr. MacInryre. And even though there were wholesalers making 

resales to retailers they paid the same price as the retailers on Cali- 
fornia Street—$3.35—except that we did notice in the records that we 
have that you did make an allow ance, special allowance, to A. & P. of 
20 cents per case. 

Now, will you please explain to the committee whether or not you 
took steps to make that available to the little retailers to whom the 
wholesalers made their resales of the same catsup 4 

Mr. Yerby. I imagine you are referring to a special merchandising 
allowance that was in effect during a per iod of time. That would be 
made available to all direct buyers. 

Mr. MacIntyre. Well, now 

Mr. Yersy. We only sell direct to wholesalers, qualified wholesal- 
ers, and qualified chainstores. We do not sell direct to the retailers. 

Mr. MacInryre. But the little retailers who buy from these carlot 
buyers of wholesalers did not get the 20 cents, then, because they are 
not direct buyers of yours ? 

Mr. Yersy. It might be reflected in the price, yes. It is all accord- 
ing—that is the prerogative of the wholesaler. He can handle that 
any way he wants. We suggest to him how he should handle it, and 
many times they do. It is reflected in their price catalogs, if they have 
it. And most of your wholesale operators today are either voluntar Vv 
wholesalers or co-ops. In most instances it is being reflected in their 
catalog prices. 

Mr. MacIntyre. We have scores of statements here from wholesalers 
made in the last 3 weeks to the effect that they were not offered, did 
not know about, did not receive any preferred treatment of this kind. 
Would you agree with those affidavits ? 
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Mr. Mensor. Excuse me, counsel, you said affidavits from whole- 
salers ? 

Mr. MacIntyre. Yes, sir. 

Mr. Mensor. I thought you were inquiring of the witness of our 
making this available ‘to the independent retailer. 

Mr. MacIntyre. But these wholesalers sell merchandise bearing 
California Packing brands to the little retailers. 1 am attempting to 
find out from the witness whether or not those little retailers had the 
advantage of California Street buyers of this 20 cents per case allow- 
ance, special allowance. 

Mr. Yesry. First of all, I think we ought to clear up a misappre- 
hension there. We do not sell direct to the street buyers here, in most 
cases, our Del Monte brand. There are two major buyers here, street 
buyers, who process the orders. The buying is done in the terri- 
tories in which they have warehouses, units, or divisions. Our f.o.b. 
pricing or our pricing is on a division or territorial basis.- 

Mr. Roosevetr. But Mr. Yerby, the order, for instance, from, let’s 
take, a case of 

Mr. Yersy. You have to know where the order is going. If that 
order was going into the Southeast, we could have had a special price 
for the Southeast—all buyers in that area. You could ask for an 
affidavit of somebody in the West Central or the Southwest, and we 
have not had the deal in that territory. 

Mr. Roosrvetr. Doesn’t the order even from there, from many of 
these companies, come directly from the office in California that has 
been established for that purpose ? 

Mr. Yersy. Will you rephrase that question, please / 

Mr. Roosrvetr. Doesn’t the order, whether it is to finally end up in 
the Southeast or some other part of the country—if that company has 
an Office on California Street 

Mr. Yersy. All they do is process it. We don’t actually sell Del 
Monte to the street buyers 

Mr. Roosevett. Did you deal with the California Street office ? 

Mr. YErsy. Our people in the field are contacting the units in the 
field, the divisions in the field. Each one of these chain organizations 
has a different way of operating, you must remember. We fit in our 
operation to theirs. In other words, we sell some of them in the 
field, some of them out here. 

Mr. Roosrvetr. So if the individual here in San Francisco has the 
final authority, regardless of whatever may have gone on over there, 
you will deal with him, because he has the final “authority. 

Mr. Yersy. No, he doesn’t. 

Mr. Roostvett. In no instance does he have final authority? There 
is testimony to the contrary before the committee. 

Mr. Yersy. Our orders come from the field. I don’t know of any 
instances where a buyer on California Street would turn down an 
order that came from one of his divisions. In other words, there is 
a clearing house—that is a clearing house for their orders. And their 
orders are in turn sent to us. 

Mr. Roosevetr. You are telling me these are only clearing houses, 
these California Street buyers? 

Mr. Yerny. We are talking about Del Monte now. We have one 
price. We may have special allowances that go into all buyers in a 
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given territory. There are no pressures as far as we are concerned on 
California Street. 

Mr. Roosrvett. In other words, as far as you are concerned, all of 
your dealings are in the local areas, and the California Street office is 
nothing but a clearing house for the order to reach you. 

Mr. Yersy. That is right. 

Mr. Roosrve.r. Now, this is on your advertised brand you are talk- 
ingabout. That isnot on privatelabel? 

Mr. Yerpy. That is correct, it ison advertised brand. 

Mr. MacIntyre. Now, let us take the Ann Page of A. & P. The 
records show that during the period of January 1 through February 
28 this year you made considerable sales of catsup under that brand 
to A.& P. 

Mr. Yersy. No, I don’t think so. We don’t do private label catsup 
business. 

Mr. MacIntyre. And Mr. Corbus informs his people that you were 
going to allow him 20 cents from the $3.35 price on that. And it was 
information that he had gotten from you, is that correct ? 

Mr. Yersy. No, sir. 

Mr. MacIntyre. We will have to wait until Mr. Corbus comes back 
and face him with his writings on that. 

Mr. Yersy. The lowest price I recall was $1.6714. That has been 
the low for about 2 years. Two years ago we did have a lower price 
oncatsup. We met acompetitive situation. 

Mr. Mensor. I say for the record, I think you are using prices at 
chance here. You are speaking of per dozen, and he is speaking about 
a case. 

Mr. Moore. May I inquire 

Mr. MacIntyre. Well, $1.6714 is $3.35 a case. 

Mr. Moore. What kind of business are you in? I mean, you are a 
canner? 

Mr. Yersy. We are a canner. 

Mr. Moore. Do you have your own brand? Is it Del Monte? 

Mr. Yersy. That is correct. 

Mr. Moore. Is that the only brand identified with your company ? 

Mr. Yeresy. No,sir, we have other brands. 

Mr. Moorr. What arethey? Arethey familiar brands? 

Mr. Yersy. There are some, yes. Argo Brand. A very popular 
brand in Pittsburgh, West Virginia, the Southeast. We have Mission 
Brand. Silver Bar Brand. These are brands placed on grades lower 
than Del Monte. 

You see in our projections—take a hypothetical situation. We are 
planning to pack a pack of 5 million cases of a given product. We 
project that on what we can move that year. Mother Nature just 
don’t give you 5 million cases of Del Monte. You may get 4 million, 
you may 414 million cases. The 500 or the million cases are what we 
call a resultant, and we usually have to sell it—we regrade it, grade it 
downward. Maybe the raw product itself is not suitable for Del 
Monte. And we have these labels that we offer the same as for private 
as for label. 

Mr. Moore. In other words, your Argo brand could go into a pri- 
vate label brand because of the quality. 

Mr. Yersy. That is right. 
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Mr. Moore. Now, if counsel will identify the quality we are talking 
about—— ; 

Mr. Yersy. Well, on Del Monte catsup we only have one quality. 
Anything that we would have lower than Del Monte would be a lot we 
would have to dispose of. You see, we do not pack for private label. 
Anything we may offer—Utopia would be everything we pack would 
be of Del Monte quality. But Mother Nature doesn’t just come up 
with that. 

Mr. MacIntyre. On December 18, 1958, you wrote from your office a 
direction to your sales representatives to make available on 24 count, 
14 ounce catsup, a 20 cent allowance. 

Mr. Yersy. That is all over the United States. 

Mr. MacInryre. That was Del Monte. That was made available, 
of course, to Mr. Corbus ? 

Mr. Yerpy. And everybody else. 

Mr. MacInryre. What about the customers of these 45 wholesalers ? 
Did you go out and make it available to them ? 

Mr. Yersy. Wedon’tsellthem. Wesell the wholesalers. 

Mr. MacIntyre. This was a display allowance, merchandising al- 
lowance. Was it made available to their customers? Retailers? 

Mr. Yrersy. In many cases, yes. 

Mr. MacInryre. I am talking about in general. Was it made 
available to those retailers ? 

Mr. Yersy. I can’t tell you about every independent retailer in the 
United States. I would say that is our intent. So you may be in- 
formed, we have in the United States about 250 retail salesmen. They 
are called detail men or missionary men. We call them retail sales- 
men. They are supervised by a supervisor. We have these men 
located throughout the United States, in every marketing area. They 
take orders from the retailer through the wholesale grocers, whether 
it be the co-ops or the voluntary groups. They take these orders as 
they are out there. These men are trying to place them, or trying to 
secure the merchandising allowance and seeing to it that the inde- 
pendent retailer receives it. Now, if by any chance the wholesaler 
elects not to do it, there is nothing we can do about it. 

Mr. MacIntyre. You advance—— 

Mr. Yersy. Because we are not selling the independent retailer. 

Mr. MacIntyre. You advance display allowances that do require 
that the retailer before he can get it make up a display on his floor. 

Mr. Yersy. That is right. That is a merchandising practice which 
we use quite often on pickles in the western part of the country. 

Mr. MacIntyre. Have you also used it on chunk tuna? 

Mr. Yersy. Yes. 

Mr. MacInryre. I want to call to your attention that on Septem- 
ber 22, 1959, Mr. William Corbus, field buyer for the Great Atlantic 
& Pacific Tea Co. advised his people that the California Packing 
Corp. was making available $1.20 per case allowance off of face of 
invoice plus an 80 cents per case allowance billed back basis. This 
was a display allowance. And he added this. And is this correct? 
“No performance required.” 

Mr. Yersy. Possibly. 

Mr. MacIntyre. Well, is that correct ? 
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Mr. Yersy. I would have to look at it and see what we were offer- 
ing at that time. 

Mr. MacInryre. This is his letter. 

Mr. Yersy. Mr. Corbus usually is quite accurate. 

Mr. MacIntyre. Would you accept that as being accurate? That 
was September 22, 1959. 

Mr. Yersy. We are not asking for any performance. That is quite 
probable. That would probably have been offered to everybody. 

Mr. MacIn'ryre. That amounts to $2 a case, but no performance 
required in the way of display. 

Mr. Yersy. I think you ought to say that is for Rhode Island only. 
It is so mentioned. That would be for all buyers in Rhode Island. 

Mr. MacIntyre. How do you make that available, then, to the small 
retailers in Rhode Island ? 

Mr. Yersy. Undoubtedly the wholesale grocer has reflected that in 
his price. 

Mr. MacIntyre. Your sales representatives did not take steps to 
make that available ? 

Mr. Yersy. Well, I wouldn’t say that. I would have to check all 
through the records and everything else. I couldn’t answer that. 
After all, we do 

Mr. Moore. If I understand you correctly, your people only sell to 
the wholesalers. That is where your operation ends. 

Mr. Yersy. That is right. 

Mr. Moors. You don’t know whether that was passed on to the 
retailer? It is a matter you could look all year in your records and 
never been reflected. 

Mr. Roosevett. Wait a minute. 

Mr. Moore. Would it be reflected in your records? 

Mr. Yersy. It won’t be reflected in our records in San Francisco. 
I would have to check back into our district office—we have a district 
office, which would be Boston for the New England territory—and 
see if any arrangements were made with the wholesalers in that area 
to pass the allowance on to the retailers, in price—this is primarily 
known as nothing more than a price reduction, which is common prac- 
tice in the tuna industry. 

Mr. MacIntyre. But it is called a display allowance. 

Mr. Yersy. Well, it is not there. It 1s a special allowance, is it 
not ? 

Mr. MacInryre. It is a special allowance. But no performance 
is required. What sort of performance is reference made to there? 
It is a display performance, isn’t it ? 

Mr. Yrersy. No. Primarily that is just nothing more than a price 
reduction. The tuna industry have maintained their list prices. 

Mr. Roosrvetr. That was a special price reduction for Rhode Island 
only ? 

Mr. Yersy. That is correct. I would have to check that. Mr. 
Corbus has mentioned that. 

Mr. Roosevert. Why would you do that for Rhode Island only ? 

Mr. Yerpy. Meeting a competitive situation in good faith. 

Mr. Roosevett. What was the competitive—— 

Mr. Yersy. I could take an hour to go into the tuna industry. 
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Mr. Roosrveit. I understand that. And do your records show the 
competitive situation that brought this about ? 

Mr. Yersy. We try to keep records in our office. We try to keep 
a running record of all competitive situations. 

Mr. Roosrvett. In other words, you would almost have to do that, 
or else you are in violation of the Robinson-Patman Act. 

Mr. Yersy. Well, I would defer to Mr. Mensor on that one. 

Mr. Mensor. I would like you to cite me a case, Mr. Chairman, I 
don’t believe that is correct. 

Mr. Roosrvetr. You mean you think you have the right to dif- 
ferentiate and make special allowances by States or other subdivisions 
without having to—— 

Mr. Mensor. No, sir. 

Mr. Roosevett. Wait, let the witness answer. The witness says 
he thinks he does, and if he thinks he does, he is likely to be doing it, 
Mr. Counsel. 

Mr. Yerpy. I think we are doing it in good faith. 

Mr. Roosevett. Good faith being what? 

Mr. Yersy. Checking as carefully as we can what is the competi- 
tive situation in that territory. And possibly we—— 

Mr. Roosrvetr. What do you consider territories to be? 

Mr. Yersy. Well, distribution—brokerage territories. We set up 
our divisions on the A. C. Nielsen, which is an outside independent 
survey company. We can determine our share of markets. But we 
have throughout the United States, for example, just to give you a 
little background—we have a district sales office in Boston. We have 
a district sales manager. That includes all of New England. We 
have a district sales office in Hartford, Conn. We have a district 
sales office in the New York metropolitan area. We have one in Phila- 
delphia. We have a broker in Baltimore. We have another broker 
in Washington, D.C. 

Mr. Roosrvett. Let’s take your Boston and Hartford, Conn., areas. 
Each one of those offices has certain definite geographical lines they 
are responsible for. Would it be your understanding of the law that 
you could make available out of the Boston office a special rate or spe- 
cial discount to a part of that Boston supervisorial area as against 
another part of it? 

Mr. Yersy. That is my understanding. 

Mr. Mensor. May I comment, Mr. Chairman ? 

Mr. Roosrvetr. Yes, but if you are going to testify, you will have 
to be put under oath. 

Mr. Yersy. If it is being offered to everyone in that given territory. 

Mr. Roosrvett. You can confer with the witness and ask him to 
make any statement you wish to make. 

Mr. Yersy. I endeavored to explain and probably didn’t do it very 
well. I believe we can take a part of a marketing area, or take Bos- 
ton as one marketing area, Rhode Island as another that we look at. 
We have a man who is assigned just to the Rhode Island area, even 
though he is under the supervision of a district sales manager in 
Boston. 

Mr. Roosrvett. In other words, you have no hard and fast areas? 

Mr. Yersy. Oh, yes. This morning we were discussing a pricing 
situation—whether it should go in certain divisions of an eastern 
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division—whether we should bring it out to the West. We look at it 
on a division basis. We look at it on a district basis, on a brokerage 
territory, and see, in other words, if there is any overlapping. We 
try to avoid that, if possible, for our own good, for our own interests, 

Mr. MacIntyre. Let me ask you this, Mr. Yerby. On January 21, 
1959, there was a interoffice communication in the Safeway Co., Mr. 
S. E. Morrison. You know him, do you? 

Mr. Yersy. I don’t know him personally. 

Mr. MacInryre. He handles the matter of securing for them 
promotional advertising allowances. And the subject matter of his 
writing was, “Short term display offer, California Packing Corp., on 
tuna.” And he referred to the promotional allowance bulletin 103, 
and I understand Mr. Elston prepared that or sent it out. 

Mr. Eston. Yes, sir. 

Mr. MacIntyre. He said this with respect to that allowance. 


You will note that PAB 103 no longer applies to the New York Division. In 
lieu of the $1 display allowance— 


and here it is spelled out as a display allowance— 


California Packing is offering a $1 case off invoice allowance, which requires 
no performance to all customers in the New York market. If there are any 
questions about the foregoing, please let us know. 

And he sent a copy of that to Mr. Elston, to confirm it. 

Now, do you recall that ? 

Mr. Exsron. I don’t recall that particular one, but that is regular 
procedure—when we try to post Mr. Morrison on these offerings to 
the territory, which are offered to all buyers in that territory. 

Mr. MaciInryre. Was every buyer, every wholesaler, informed that 
no performance would be required in the form of a display for this 
allowance on that occasion by your office ? 

Mr. Exston. I would say yes on that, although I don’t handle that 
department. I just deal with Safeway. 

Mr. MacIntyre. Well, can you speak of your own knowledge that 
all buyers were informed that no performance in the form of a dis- 
play was required, in order for them to get this dollar per case? 
What is your testimony, Mr. Yerby ? 

Mr. Yersy. I would say yes. 

Mr. MacIntyre. Do you have evidence of that ? 

Mr. Yersy. I think we would have, in the form of a price list 
that would be issued to that territory. 

Mr. MacIntyre. Would you supply it to the committee? 

Mr. Yersy. Yes. 

Mr. Mensor. May I have the date of that, counsel, please? 

Mr. MacInryre. January 21, 1959, referring to a letter of Mr. 
Elston of January 20 to the Safeway Stores Co. 

That is promotional allowance bulletin 103. 

The reason we are asking these questions this way is this. We have 
scores of affidavits from these wholesalers to the effect that they did 
not receive, nor were they offered: 

Mr. Yersy. Wait a minute, you said wholesalers—or retailers. 

Mr. MacIntyre. They are selling these little retailers in New York, 
some of them. We have some affidavits from New York. 

Mr. Yersy. Wholesalers? 
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Mr. MacIntyre. Wholesalers in the grocery trade. And they 
bought from California Packing Corp. They were customers of 
California Packing Corp. 

Mr. Mensor. What do the affidavits show generally, counsel ? 

Mr. MacIntyre. There is a statement to this effect in each, and I 
will read it to you. 

We were not offered nor did we request or receive any preferred treatment 
in the form of a special allowance or discount, other than a regular cash dis- 
count on any of the above items. 

The items included are yellow cling peaches, 214 size, the frozen spin- 
ach, 10-ounce pack, the 14-ounce glass container catsup. 

This is a blank that I am reading you, but we have over two scores 
of them. 

Mr. Yersy. I don’t quite understand. 

Mr. Mensor. We have been talking about a tuna display allowance. 
What does it have to do with these items you just read ? 

Mr. Macintyre. We were talking about allowance of 20 cents a 
case on catsup. Catsup is included here. 

Mr. Mensor. Same time, counsel ? 

Mr. MacIntyre. Yes, sir. 

Mr. Mensor. The same time you are going to provide the dates you 
mentioned on catsup ¢ 

Mr. MacIntyre. Yes, sir, on your catsup, between January 1 and 
February 28, 1959. 

Mr. Yersy. How do we know that is a retailer or wholesaler? 

Mr. MacInryre. Only wholesalers sent these in. We have a stack 
of them counting up to 44. 

Mr. Yersy. Can we look at one? 

Mr. MacIntyre. Yes, sir. They were received in evidence here 
earlier today. 

Mr. Yersy. We do so little tuna business in the New York market. 

Mr. MacInryre. Here is one, for example—this is from Pikeville, 
Ky., showing purchase from 

Mr. Yersy. You said New York. Let’s stick to New York. Cat- 
sup was a general thing. That was all over the United States. 

Mr. MacInryre. Well, let’s take a look at this one, and tell us 
what is wrong with that man’s oath that you did not offer it to him. 
He bought some from you in that period of time. 

Mr. Keats. That was paid at the end of the period. It was not 
taken off the invoice. 

Mr. Mensor. May I interrupt, please? 

The affidavit is in standard form prepared by the Government, 
presumably. And it has language that is very equivocal. 

We were not offered nor did we request or receive any preferred treatment 
in the form of special allowance or discounts or any of the above items. 

Now, quite obviously any customer who would testify that he did 
receive preferred treatment, would be admitting to probable violation 
of the Robinson-Patman Act. And I suggest that this affidavit 
proves nothing. 

Mr. MacIntyre. Well, Mr. Counsel, that was not prepared by the 
eet for your information. You jumped to a conclusion 
there. 
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Mr. Mensor. May I ask who it was prepared by ? 

Mr. MacIntyre. I don’t know. But it was sent out by the U.S 
Wholesale Grocery Association to its members, about 250 of them. 

Mr. Mensor. I submit it speaks for themselves by showing on its 
face they received no preferred treatment. That does not mean, 
counsel, that they did not receive a promotional allowance. And Mr. 
Yerby has testified that it was given to buyers all over the United 
States. And that is the statement of the packing corporation. 

Mr. MacIntyre. We will have to rest on the record, rather than 
upon conclusions about it. 

Mr. Mensor. We are content to rest upon the record as it stands. 

Mr. Roosrverr. Now, we will dig up the specific cases—not only 
catsup, but the others. The testimony of your clients is what I am 
interested in. What you are saying is that if these affidavits indicate 
that they did not receive special discounts, that they are in error, 
because you did make available to them the discounts which are avail- 

able to everybody else. And, therefore, it is their word against yours, 
is that correct? 

Mr. Mensor. That is a fair statement of the position, sir. 

Mr. MacIntyre. This is a case of their oath being in conflict with 
the oath Mr. Yerby is making. So somebody is wrong. Is that 
correct ? 

Mr. Mensor. No—if you will permit me, counsel. No layman could 
intelligently act upon that affidavit in that form without advice of 
counsel. 

Mr. Roosrveur. I presume he didn’t sign it until he asked advice of 
his counsel. 

Mr. Brown. Mr. Chairman—did you not say earlier that allowances 
requiring no performance constitutes price cutting. Isn’t that it? 

Mr. Yersy. Over a period of a year we have hundreds and hundreds 
of these what we call merchandising deals, promotions, whatever they 
may be. I havea book that thick 

Mr. Brown. I am just quoting your own statement. You said, I 
believe, earlier, that—— 

Mr. Yersy. Some are and some are not. 

Mr. Brown. But the net effect of it is that it is a lower price. 

Mr. Yersy. We sit down by the hour and try to come up with some- 
thing that is a little in our favor, so that we can have a competitive 
advantage. We don’t have it too often. But we try to devise, we 
use our Ingenuity to come up with merchandising deals, promotions, 
and we have thousands of them over the period of a year. I am sure 
you are acquainted with our products, the multiplicity of products 
that we pack and market. And many of these are by territory and 
territory. So for me to sit here—I would have to—if I knew the 
questioning would go along these lines, I would have had a book here 
and could have referred to it. It is in black and white. 

Mr. MacIntyre. I would like to ask about these peaches. 

Did you sell to any wholesaler anywhere in the United States during 
the first half of this year under any quality yellow cling peaches 214 
size as low as $4.50 a case? 

Mr. Yersy. Yes, 

Mr. MacIntyre. Will you supply the committee with the name of 
the wholesaler to whom you so sold. We don’t have any such informa- 
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tion. But we have information that you sold three of the major chains 
represented on California Street as low as $4.50 a case. 

Mr. Yersy. You say did we sell a wholesaler ? 

Mr. MacIntyre. Yes, sir. 

Mr. Yersy. I would have to check in our records. 

Mr. MacIntyre. We would like to have the names. 

Mr. Yersy. The market was weakening on standard peaches at that 
time. 

Mr. MacIntyre. This is the first 6 months of 1959? 

Mr. Yersy. That was pretty much the market price at that time. 

Mr. MacIntyre. $4.50. 

Mr. Yesry. Yes, that was the market price. 

Mr. MacIntyre. We would like to have the names of the wholesalers 
that bought from you at $4.50. We don’t have any such information. 

Mr. Moors. Mr. Chairman, in response to the subpena that these 

entlemen are here under, did that subpena also carry a requirement 
or certain records of the company, or was it just a subpena to appear 
and testify ? 

Mr. Yersy. Just asubpena to appear. 

Mr. Moore. One other comment. It would seem to me that the affi- 
davit that has been made here by the wholesaler and the testimony 
from Mr. Yerby could in all probability be consistent rather than in- 
consistent, considering the language of the affidavit. It is a question 
of how you construe the affidavit in the individual’s mind that signed 
it and it is a question of definition, and conceivably they both could be 
testifying to the same thing, which appears at this time to be an incon- 
sistency, which may very well prove later to be an inconsistency. 

Mr. Roosevett. We will certainly, of course, have to check that 
out and see. If I may just for a moment go back to the affidavits, when 
you delivered California cling peaches, 214 yellows, during April, 
May, June, July of this year, did you make freight allowances to 
anyone on your brands at that time? 

Mr. Yersy. Not that I recall. Again, I think you have to ap- 
preciate our business is over $350 milfion, and there are many, many 
transactions. For me to remember every transaction—in fact, I am 
not involved in every one. I set policy. I am not involved in every 
transaction. It doesn’t sound like we would. I don’t recall making 
any freight allowances en 214 fruits. The only time we make freight 
allowances is where we have a competitive situation in the market 
where we are shipping in say, from 200 miles away, and there is a 

acker in that given territory, and usually it is in some of your Eastern 
tates where you have many small canners. 

Mr. MacIntyre. In answer to the chairman’s question, it is gen- 
erally your policy not to make the freight allowance? 

Mr Tous. ou are talking about peaches now ? 

Mr. MacIntyre. That is right. 

Mr. Yersy. Not that I know we would make a freight allowance on 
peaches. Wesell on a f.o.b. basis. 

Mr. MacIntyre. Let me ask you about these sales to Kroger, to First 
National, at $4.50 on their standard brands. Did you make them, on 
those purchases, any freight allowance? Is it your testimony that 
was f.o.b. California to Safeway and First National all the way 
through on those transactions? 
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Mr. Yersy. I don’t recall of any transactions lower than $2.25 a 
dozen or $4.50 a case. 

Mr. MacInryre. Will you check your records and inform us 
whether or not you are correct in this testimony that you made no 
freight allowances? These are private label goods—the Avondale and 
the First National Standard. 

Mr. Yersy. I can check the records. 

Mr. MacIntyre. We wish you would do that and inform the com- 
mittee whether a freight allowance was made on those. I think you 
will find you did. 

Mr. Mensor. Avondale and what? 

Mr. MacIntyre. First National Standard Brand, Kroger, Avon- 
dale. 

Mr. Mensor. Thank you. 

Mr. Roosevetr. I would like to make clear to you that the reason 
for the last question is that on some information asked the buyers, 
there is the statement, and the information is provided, that there were 
these allowances. Now, when you come before the committee and say 
there are no such allowances 

Mr. Yersy. To the best of my knowledge. 

Mr. Roosevett. Now, wait a minute. There is nobody as well 
situated as you to know about it. And if you don’t know about it in 
this company, who is going to know about it ? 

Mr. Yersy. You are sure it is not a label allowance? 

Mr. Rooseve.r. Well, let’s go down the line. 

Mr. Yersy. Label allowance is a common practice. 

Mr. Roosevett. So your statement to the committee is that there are 
label allowances that are given ? 

Mr. Yersy. I am truthfully saying I don’t recall, and I don’t think 
we did. That is to the best of my ability. I can’t go beyond that. 

Mr. Moore. It won’t be at all surprising to you to look in your files 
and find that you did; is that right ? 

Mr. Yersy. For some reason, yes, it could be possible. 

Mr. Moore. It won’t be any great surprise to you? 

Mr. Yersy. No. 

Mr. Roosevett. However, it is the policy of the company not to do 
it. But you won’t be qarprised if somebody down the line was 
violating policy and doing it? 

Mr. Yersy. No; I don’t mean to imply that. 

Mr. Roosrvett. Then what is the policy of the company? Yousaid 
you made the policy. 

Mr. Yersy. It would be the conditions of the sale. 

Mr. Rooseverr. In other words, the person making the sale is al- 
lowed to do anything necessary to meet competition ? 

Mr. Yersy. No, justa minute. They bring that in for confirmation. 

Mr. Roosrvetr. To whom do they bring it in? 

Mr. Yersy. We have a product manager. 

Mr. Roosrvett. Does he inform you about it? 

Mr. Yersy. He goes to the director of merchandising, who may 
come to me. 

Mr. Rooseveit. But you make the policy, and you may or may not 
know whether it is being followed up. 

Mr. Yersy. I am in on most transactions where it involved private 
label. But I do not recall any freight allowances. But it is possible. 
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Because in our selling, going to the buyer, and offering him peaches, 
we could have offered those peaches at $2.35 or $4.70 or $5. And in 
the transaction he could have said, “I will take them at $2.25 if you 
allow a freight allowance into a given territory.” That is all pos- 
sible—in the conditions of the transaction. 

Mr. Roosevetr. Are there other kinds of promotional allowances 
which are made or given ? 

Mr. Yersy. No. 

Mr. Rooseveit. They are limited then to label or freight. 

Mr. Mensor. Mr. Chairman, I think you are misleading him unin- 
tentionally. You are referring to promotional allowances. Freight 
allowances are the furthest thing fom promotional allowances. 

Mr. Roosrvett. My question to the witness was besides label and 
railroad allowances, what other allowances are there ? 

Mr. Yersy. Swell allowance—your cash discount. Swell allow- 
ance. And for the private label merchandise, your label- allowance. 
And we do allow some freight. It could be a freight allowance. We 
have freight allowances that are necessary. 

Mr. Roosevetr. Are your label allowances uniform ? 

Mr. Yersy. Yes, sir, that is spelled out, yes, sir. 

Mr. Brown. Mr. Chairman, as a matter of company policy, could 
a good local chain operator, who has, say, four or five stores, pur- 
chase from you a private label on a carlot basis for the same price 
as A. & P., Safeway, Winn-Dixie, National Stores? 

Mr. Yersy. Yes. 

Mr. Roosevett. For that territory ? 

Mr. Yersy. I would say so. 

Mr. Brown. I said could he. Now, do they? 

Mr. Yerpy. Yes. 

Mr. Brown. Then why are these stores paying all this money to 
keep these buyers out here in California ? 

Mr. Yersy. Well, you are directing the question to me—our private 
label business is a result—our quality—we try to merchandise our 
Del Monte brand. We market our Del Monte brand. And the 
private label business we do here locally is items we are very de- 
sirous of selling. 

Mr. Brown. In the last 3 or 4 years, could you swear to this com- 
mittee that the national chainstores, the nine biggest, have not pur- 
chased any private label merchandise from you for any less price 
than consumers wholesale market in Springfield, Mo., or Wraps in 
St. Louis, Mo. ? 

Mr. Yersy. No, I don’t think I can say that. 

Mr. Brown. Thank you. 

Mr. Roosevetr. Could I have you repeat that statement? 

Mr. Yersy. I don’t think I could without verifying the record, 
looking at it. Tying in the dates—did we make the sale on January 3 
in San Francisco, did we make the sale on January 15 in St. Louis, 
Mo. These are all the things you would have to look at. 

Mr. MacIntyre. Mr. bef I am going to show you a letter dated 
July 15, 1959, on the letterhead of the California Fae Corp., 


which purports to be signed by Robert Elston. And it is addressed 


to the Regent Food Co. I am going to ask you if that is what it 
purports to be? 
Mr. Yersy. I have read this. What is the question ? 
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Mr. MacInryre. Is that what it purports to be—an announcement 
you are setting aside 72,000 cases or reservation for Safeway? 

Mr. Yersy. That is correct. 

Mr. MacIntyre. And that correctly states the situation. 

Mr. Yersy. That is correct. 

Mr. MacIntyre. Now, on that transaction, did you, under that 
private label, let Safeway have that with freight allowance? That is 
something quite recent. 

Mr. Yersy. Well, the conditions are spelled out here. There is no 
mention of freight allowances here. And to the best of my knowl- 
edge there were no freight allowances given. 

Mr. MacIntyre. There was freight allowance for part of it. 

Mr. Yersy. Mr. Elston said we would have to go back in the 
records to look at it. There are established freight allowances. 

Mr. MacIntyre. On the few points mentioned in the letter. 

Mr. Yersy. There are established freight allowances in many of 
these territories, which is an established practice. 

Mr. Exsron. The destinations are not mentioned in the letter. 

Mr. Yersy. Until they order that out, we have no idea where it is 

oing. 

Mr. MacIntyre. So you don’t know whether you made freight 
allowances on some of that 72,000-——— 

Mr. Yersy. Well, it could be if it is a set policy in a given terri- 
tory. You see, sometimes your location of your plants are such that 
you would be at a competitive disadvantage if you didn’t allow freight 
allowance. That isa common practice in the industry. 

Mr. MacIntyre. You have in your organization a man by the name 
of Ben Doherty. 

Mr. Yersy. Yes, sir. 

Mr. MacIntyre. Is hestill with you? 

Mr. Yersy. Very much so. 

Mr. MacIntyre. Do you recognize his signature here? Here is a 
letter of October 29, 1957, purported to be signed by him. Do you 
consider that authentic ? 

Mr. Yersy. Yes. 

Mr. MacIntyre. And that is to Mr. Corbus of A. & P. is it? 

Mr. Yersy. Right. 

Mr. MacIntyre. Now, did you make an offer, or did your company 
in that instance make an offer to other buyers to shade the price on 
that particular thing, as you did to Mr. Corbus? 

Mr. Yersy. In all probability. This item is an item that we were 
very desirous of selling at that time. We would have taken it from 
anybody. 

Mr. MacInryre. But did you go outside of the buyers on California 
Street to inform them you would shade the price ? 

Mr. Yersy. Again I would have to look at the record. I would say 
that would be a common practice, yes. 

Mr. Brown. Mr. Counsel, at the time that letter was written, did 
you do a mass mailing of any kind to consumers, warehouse market, 
supermarket, other chain operations around the country making this 
same offer ? 

Mr. Yersy. We could have. 

Mr. Brown. Did you? 
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Mr. Yersy. After all, we sell millions and millions of cases. 

Mr. Brown. Do youever do it? 

Mr. Yersy. Surely we do. We will call a meeting of our sales ad- 
ministrators on a product such as that, and our director of merchan- 
dising or his assistant will call this morning. These are the men—we 
have an administrator for each division. And the business for the 
northern or southern division will flow through one man. We will 
inform that man, and it is his responsibility to see to it that his people 
in the field are told about it. 

Mr. Roosevett. So are you not in a position then to tell us “Yes” 
or “No”—did on such an offer as this 

Mr. Yersy. In 1957 on a small lot of asparagus. You see, what 
you are losing sight of here is that this is a very small part of our 
business. Our business is Del Monte primarily. And it is a very 
small percentage of our business. And we are anxious to move lots 
such as that. This is what we call lower grades. It could have been 
asparagus, peas. This happens to be asparagus. 

Mr. Roosrvett. The thing I have to get across to you is that our 
interest: is in the little fellow, whether he can buy at the same rate 
being offered this fellow. This isa big fellow. Weare trying to talk 
about the big fellow. 

Mr. Yersy. In all probability he could have. 

Mr. Mensor. May I ask a question, Mr. Chairman. Is there any 
indication that there was asparagus sold in pursuance to that letter? 

Mr. Yersy. No. 

Mr. Roosrvett. No. I am simply asking whether any was sold. 
Well, was there a sale? 

Mr. Mensor. I mean from the committee’s files. Does the commit- 
tee have any information as to whether or not that letter resulted in a 
transaction ? 

Mr. Roosrvetr. No; and we are not primarily interested in that. 
You made an offer to somebody. If it is the practice of the company 
to make an offering to a big buyer, we want to know whether you do 
the same thing for the small buyer. It is a very simple question to 
answer. And we have specifically showed you where you made an 
offer to shade the price. Now, we want to know whether you made 
the same offer to shade the price to the other people in that given area? 

Mr. Moore. Mr. Chairman, I don’t think it makes a bit of difference 
in the world whether a sale was ever made or not. 

Mr. Roosevetr. It doesn’t? 

Mr. Moore. The offer was extended, and you want to know whether 
or not it was a general offer to everybody. 

Mr. Roosrvett. That is all we are trying to find out. Counsel, you 
are only trying to befog the situation when you try to bring up was 
there asale. That doesn’t make any difference to us. 

Tt is policy we are talking about. 

Now, I ask you the question again. Will you provide the commit- 
tee with the information as to whether or not a similar letter went to 
the other people to whom this would apply ? 

Mr. Yersy. It may not have been a letter. It may have been a 
pricelist. We do not write to all—— 
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Mr. Roosevett. It is pretty hard to send out a pricelist that indicates 
you are going to shade something. What kind of a pricelist is that ? 

Mr. Yersy. It is a ditto sheet. 

Mr. Roosever. In other words, you say on the pricelist—— 

Mr. Yersy. We are willing to take a price lower than the list price. 

Mr. Roosrvett. I would like to see such a sheet. 

Mr. Yersy. I think we have one. 

Mr. Roosrvetr. You are instructed to furnish such a list as you have 
described to the committee. 

Now, I go back to the question, then—if you did send out either a 
letter or a pricelist to the people in this area, or to similar people who 
might be obvious purchasers of asparagus. 

Mr. Yersy. What is the date of that ? 

Mr. Roosevetr. October 29, 1957. 

May I now proceed and call your attention to sales which are— 
going back to your own label—and at which the price shows $6.50 for 

. & P., Kroger, First National, American, and Winn-Dixie. And 
those being, 1 think you would agree, major buyers, would you not? 

Mr. Yersy. Yes. 

Mr. Roosrvetr. The same price for the same merchandise was also 
offered to small people—I will give you the names of a few of 
them—Raymond Heard of Ruston, La., English Wholesale Grocers 
of Cohoes, N.Y., Ogburn Bros. of Mobile, Ala., Bailey Grocery Co. 
of Marietta, Ohio, Rice Lake Grocer Co., Rice Lake, Wis., and I 
will be happy to furnish the rest of the names, if you want to see 
it—at the same price of $6.50. 

Mr. Yersy. What was the item ? 

Mr. Roosrvetr. The item is peaches. 

Mr. Yersy. What brand? 

Mr. Roosrevett. These are Del Monte peaches. 

Mr. Yersy. Everyone in the United States received the same 

rice. 
. Mr. Roosrvett. Now, my question is—everyone in the United States 
received the same price. Were there no special allowances of any 
kind to the majors that I listed to you? 

Mr. Yersy. That is correct. 

Mr. Roosevett. None whatseever ? 

Mr. Yersy. None whatsoever. 

Mr. Brown. No advertising allowance? 

Mr. Roosrvett. The reason I ask this is we have information to 
the contrary. Therefore, I have got to find out from the other 


ple. 

Mr. Yersy. We pay a Bulletin X-2 promotional allowance to every- 
one who is willing to participate. This is an allowance that is paid 
on a quarterly basis. Anyone handling five or more varieties and 
willing to perform, we have our Bulletin X-2, advertising and pro- 
motion allowance, which is a policy, it is in written form. And any- 
one that wants to participate may. 

Mr. MacIntyre. How much is that a case on yellow clings? 

Mr. Yersy. It is 10 cents a case on 214’s, it is 5 cents on 303’s, and 
on buffet it is 214 cents. 

Mr. MacIntyre. That is to direct customers? 

Mr. Yersy. All direct customers. 
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Mr. MacIntyre. Not to indirects ? 

Mr. Yersy. No, sir. 

Mr. MacInryre. So the little retailer buying through the whole- 
saler would not get it, because he is not a direct customer of yours. 

Mr. Yersy. Some do, some don’t. It is so stated in our policy that 
the wholesaler can earn the allowance. And there are a number of 
ways in which he canearn it. And if he is earning it 

Mr. Roosetvett. Would you provide the committee with the in- 
formation as to how the wholesaler is advised he may earn this al- 
lowance? 

Mr. Yersy. Yes. It is in written form. I thought you had one 
there. I think you had a copy attached there some place. 

Mr. Brown. On your advertised brands, is a local chain operator 
who has four to six stores qualified to buy direct from you ? 

Mr. Yersy. And a warehouse. 

Mr. Brown. If he has a warehouse ? 

Mr. Yersy. Four or more stores and a warehouse. In other words, 
we won’t sell him on a direct basis if he didn’t have a warehouse, be- 
cause he would have a distinct advantage there. You can appreciate 
that warehousing costs money. 

Mr. Roosrvett. Now, to go back to my previous question—— 

Mr. Yersy. I am anxious to get back to that myself. 

Mr. Roosevetr. The small people that I have listed here, they get 
the same—in other words, your statement is there are no freight allow- 
ances included to anybody. There are no other promotional allow- 
ances outside of the one that you mentioned, is that correct ? 

Mr. Yersy. That is right. 

Mr. Roosevett. And there are no other forms of allowances? 

Mr. Yersy. There is no label allowances. There is a swell allow- 
ance. 

Mr. Roosevett. A swell allowance. 

Mr. Yersy. The reason we paid the label allowance—— 

Mr. Mensor. May I remind the witness, Mr. Chairman, I believe 
there are other promotion allowances that have not, been identified. I 
believe he has referred to the Del Monte Bulletin X-2 allowance. I 
believe there is also a pineapple allowance. 

Mr. Roosevett. I am only talking peaches at this moment. 

Therefore, if the committee has in its possession information from 
the buyer that he received either a railroad allowance or a promotional 
allowance of some other kind, that information is in error. That is 
your testimony. 

Mr. Yersy. I would say so. 

Mr. Roosrvett. I couldn’t hear the answer. 

Mr. Yersy. I would say “Yes.” I would like to clarify that. We 
sell all of our Del Monte products at the same price, f.o.b. price. Some 
items are delivered—they are all sold in addition to that basis. 

Mr. MacIntyre. You sold First National their Finast brand the 
“a part of this year. 

r. YerBy. No; I doubt that. Finast is not on their standard. 
That is their fancy label. 

Mr. MacIntyre. Would any sale by you to them have equaled the 

Del Monte quality ? 
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Mr. Yersy. I doubt it very much. 

Mr. MacIntyre. You charged them $6.50 for that. Would there 
have been a private label allowance on that ? 

Mr. Yersy. I don’t follow you. I wish you would repeat that 
again. 

“Mr. MacInryre. In sales to First National, under Finast brand, 
did you in such a case give them a label allowance? 

Mr. Yery. We didn’t sell them any Finast. That is their choice 
label. 

Mr. Roosevett. What did you sell them at $6.50—Del Monte label? 

Mr. Yersy. I imagine. I have no idea what we sold them. We 
sold them Del Monte peaches at $3.25. 

Mr. MacIntyre. What about their—— 

Mr. Yersy. If they were buying Finast peaches at $3.25, I would 
say they need a new buyer. 

Mr. Roosevett. I would think so, too. 

Mr. Yersy. The young man is too smart for that. 

Mr. MacInryre. They bought the Steenard quality from you at 
$4.50 under a private label. 

Mr. Yersy. That is possible. 

Mr. MacIntyre. You gave them a private label allowance there! 

Mr. Yersy. A label allowance? 

Mr. MacInryre. A label allowance. 

Mr. Yersy. Yes. 

Mr. MacIntyre. How much a case? 

Mr. Yersy. It ison 1,000 labels. It is a set thing. 

Mr. MacInryre. That is fixed at that price irrespective of differ- 
ences in cost on label. 

Mr. Yersy. That is a policy we reached 2, 3, 4 years ago. We 
raised our label allowance. But that is the same for each one. 

Mr. MacIntyre. That applies to anyone with a private label, irre- 
spective of the cost of the label or anything else. 

Mr. Yersy. That is correct. 

Mr. Roosevert. I think we have covered this. Safeway, for in- 
stance, you sold them standard at $4.90, First National standard at 
$4.50. And you have agreed to give the committee an explanation 
of the differences—it might be a time difference or whatever it is. 
And, of course 
. Mr. Yerey. I hope so. It would embarrass us with some of our 

uyers. 

Mr. Roosrvett. Sodo we. Or Winn-Dixie standard at $5.15 which 
is considerably further variance. 

Mr. Yerpy. I think the dates are important. 

Mr. Roosevetr. I think we do have dates. 

On August 7, 1959, you addressed a letter to the Regent Food Co. 
with regard to ‘the 1959 crop of dried figs, if we can go to another 
part of this fruit business. 


Our opening prices will be guaranteed against our prices in effect at time of 
shipment. Furthermore, if any major California competitive packer opens on 
a lower basis, prior to the time we make shipment, we will either reduce our 
prices to the competitive level, or permit buyers to cancel firm at opening orders 
placed with us. 


Now, is that standard practice in the industry ? 
Mr. Yersy. In the dried fruit industry ? 
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Mr. Koosevetr. Yes. 

Mr. Yersy. I won’t say it is standard practice. But I think it is 
something that we in all probability have done. Who has written 
that letter ? 

Mr. Roosrvetr. I would have to look it up to see who wrote it. 
But it was signed for you, for your firm. 

In other words, again, my question would be that this was written to 
a particular individual. And I would want to know how this fits 
with your policy on list prices in general. 

Mr. Yersy. That would have been done throughout the country. 

Mr. Roosevetr. That would have been standard, and the same in- 
formation would have been given to everybody in the dried fig indus- 
try that you do business with. 

Mr. Yersy. That is right. 

Mr. Roosrtvetr. Your annual report states that the firm owns $23 
million in ranch land and equipment and improvements. For the 
information of the committee, is this land for the growing of your 
own products? 

Mr. Yersy. In the main; yes. 

Mr. Roosrvetr. For your bookkeeping purposes, do you set up the 
price that you put off on your own products as the average for the 
year that you have had to pay ? 

Mr. Yersy. We cost at the price we would normally pay the 
growers. If, hypothetically, we were paying $21.50 for tomatoes, 
and we were growing our own tomatoes, it would be costed at $21.50. 
Now, we do have large holdings in the islands, Hawaiian Islands and 
the Philippines, pineapple. And we cost them differently there. 
We cost them just at the actual cost on pineapple. 

Mr. Moore. They are a part of this $23 million figure ? 

Mr. Yersy. Yes; I think that would be included. 

Mr. Roosevett. The reason I ask is how do you justify a higher 
cost than you actually have? 

Mr. Yersy. Well, we make a farming profit, too. 

Mr. Rooseveir. You run it through a straight corporation, you 
mean ? 

Mr. Yersy. No. 

Mr. Roosrvett. But you are listing this as a cost, and a cost is de- 
ductible. You said you costed it at $21.50, whereas your actual cost 
might have been 18 or 19, so it didn’t actually cost $21.50. 

Mr. Yersy. I am not a certified public accountant, so I don’t be- 
lieve I am in a position to answer that. But I am sure if we work 
it the way we are doing, it is the legal way. I don’t know whether 
Mr. Mensor is in a position to answer that or not, or whether you 
care to have him answer it. 

Mr. Roosrvett. No. As a matter of fact, the only reason I would 
ask it again is that it would have some bearing on the competitive 
position that you would be in selling your own label as against the 
private label, if you had certain advantages that the other people 
didn’t have. 

Mr. Yersy. We cost it at the price, the prevailing price for cling 
peaches or freestone or whatever it is, even though we are growing 
the commodity ourselves. 
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Mr. Avery. Well, Mr. Chairman—for cling peaches, for instance, 
you would cost it probably at the price agreed to by the association 
and the canners? 

Mr. Yersy. That is correct. Well, the price that we are paying, 
which in all probability would be the price of the association. 

Mr. Avery. But that price would reach beyond your operation, 
won’t it ? 

Mr. Yersy. Oh, yes. 

Mr. Roosevet. What is the normal difference or price spread _be- 
tween a private label brand and the advertised Sean traditionally ? 

Mr. Yersy. It varies on products—from product to product. 

Mr. Roosevetr. Let’s take peaches. e seem to be stuck with 
peaches. 

Mr. Yersy. We think we can live with 25 cents per dozen—I will 
put it that way. 

Mr. Roosevett. On your advertised brand ? 

Mr. Yersy. That is correct, which would reflect 2 cents on the 
shelf. We have made studies over a number of years where our 
peaches—if the spread is wider than 2 cents on the shelves, our business 
goes off. Conversely, if it narrows, our business has improved. 

Mr. Brown. Mr. Chairman—at that point, of all the yellow cling 
peaches sold last year, was your Del Monte advertised brand a higher 
percentage relative to private label brands than it was 3 or 4 years 
ago? What isthetrend ? 

Mr. Yersy. No—we have held our position, I would say, as far as 
share of market. Now, we have held our share of market. Now, in 
comparison to the other brands—I don’t think the difference has been 
too great. I would have to—we have the records that would indicate. 
As I mentioned before, we take the A. C. Nielsen, which is an inde- 
pendent survey. We get reports every 2 months on our share of 
market. Cling peaches happens to be one of the products. We don’t 
have it on all products. We have it on about 10 products. 

Mr. Brown. Generally speaking, are private labels getting a bigger 
and bigger share of the market total] than advertised brands? 

Mr. Yrersy. We seem to be holding our own, as far as we are 
concerned. 

Mr. Brown. I am talking about the industry. You are familiar 
with the Nielson figures. Are private label goods getting a bigger 
and bigger share of the market ? 

Mr. Yersy. I think there has been some growth, if you are referring 
to our products of food items. 

Mr. Brown. Thank you. 

Mr. Yersy. However, on the other hand, an item like peas, we have 
had a tremendous growth in the last—our growth has been tremendous 
in the last 3 or 4 years on peas. 

Mr. Brown. Have other advertised brands had the same growth? 

Mr. Yersy. No. 

Mr. Brown. So actually, as far as the industry is concerned, there 
isa trend to more private labels? 

Mr. Yersy. That is right. 

Mr. Brown. Now, it follows then that if more and more of the 
business is being done in private label, and that is where we are seeing 
more and more price variations and allowances and so forth, it would 
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indicate that there could be a competitive advantage, because of certain 
deals that are made—that favors the big operator as compared to the 
small one. Does that follow ? 

Mr. Yersy. But it seems that there are no secrets in this business. 
It seems there are no secrets. I mean something takes place, it is 
usually back in our general knowledge within 24 hours or sooner. 
Because in many cases the buyer, who is telling it, has a purpose for 
doing it. He wants you tocome down toa price. 

Mr. Moore. Your overall operation—what percentage is repre- 
sented by your Del Monte brand ¢ 

Mr. Yersy. I think it is about 95 percent. 

Mr. Moore. Ninety-five percent of everything you do is Del Monte? 

Mr. Yersy. Somewhere in there. 

Mr. Moore. And do I understand you to say that none of that is 
processed through California Street here, is that right ? 

Mr. Yersy. The actual buying does not take place here. Two of 
the chains process the orders through. They come into their offices 
here. 

Mr. Moors. What those chains? 

Mr. Yersy. A. & P. and Kroger, and Safeway—three of them. 

Mr. Moore. Now, how about the other 5 or 10 percent? How much 
of that do you sell there to California Street ? 

Mr. Yersy. A very small percentage. We are not a factor in this 
business on California Street. 

Mr. Moore. That is what I am trying to discover. 

Mr. Yersy. I mean out of 70 million cases or more—well, take 
peaches for example, I don’t think our pack is more than 100,000 
cases on standard peaches. 

Mr. Moore. You are indicating that would be normally what you 
would process through California Street, or approximately of that? 

Mr. Yrrsy. A portion of that. We would gladly sell it any place 
we can. We are long on the item right now. We are very anxious 
sellers. 

Mr. Moore. But in the offerings that you make on this item, that 
you now say are long on, does that unisoowiy go out to all segments 
of the buyers’ market throughout the country ! 

Mr. Yerpy. Yes. 

Mr. Moorre. You make no differences in price quoted to one of the 
big chains here that you may do a lot of business with in the Del 
Monte brand, to give them a break, since they are a whale of a good 
customer for Del Monte? 

Mr. Yersy. No. In most cases we would be offering, I would say, 
the standard peaches, 214 standards, at the same price. 

Mr. Moorr. The same to your best customer as to one that may 
want to come in and buy a small amount. 

Mr. Yersy. That is right. 

Mr. Avery. Well, this swell allowance that you have referred to— 
does that—is that a volume discount? 

Mr. Yersy. No. 

Mr. Avery. I have no idea what that is. 

Mr. Yerey. It is a common practice in the industry to take care 
of any swells—if a can swells. 

Mr. Avery. Merchandise not fit for sale. 
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Mr. Yrrsy. That is right. It varies on the product an eighth of 
1 percent, in some products a quarter of percent. Swell and breakage, 
Mr. Avery. In response to Mr. Moore, am I right to understand 


your statement to mean there are no discounts with respect to volume? 

Mr. Yersy. No; we have none. 

Mr. Avery. Well, that is what I wanted to hear you say. 

Mr. Yrersy. We have no volume discount. 

Mr. Roosevetr. Any further questions, gentlemen ? 

I want to thank both of you gentlemen and counsel for your time, 
I hope you make your 10 o’clock plane. We appreciate your coopera- 
tion with the committee very much. 


Mr. Mensor. We are grateful to the committee for accommodating 
Mr. Yerby’s calendar. 


(Such information that wasn’t available at the time Mr. Yerby tes- 
tified has now been submitted by him in writing and it is as follows:) 


CALIFORNIA PACKING CoRP., 
San Francisco, December 14, 1959. 
EVERETTE MACINTYRE, Esq., 
General Counsel, Select Committee on Small Business of the House of Repre- 
sentatives of the United States, House Office Building, Washington, D.C. 

DeaR Mr. MacIntyre: During the course of the testimony by Mr. Ross B. 
Yerby and Mr. R. H. Elston on Monday evening, November 9, 1959, the sub- 
committee requested that we furnish certain details not then immediately avail- 
able to the witnesses. 

1. At pages 1515-1517 of the transcript, Mr. Yerby and Mr. Elston were asked 
about a Safeway communication which referred to our offering all customers 
in the New York market, in lieu of $1 per case display allowance on tuna, a 
$1 per case “off invoice allowance” which required no performance. We were 
asked to furnish evidence showing that this was a general offer. Attached as 
schedules A and B are copies of two postings sent to our New York office, both 
dated January 19, 1959. These show that the display allowance scheduled to 
become effective January 19 (and which would have required performance) was 
eanceled and that effective the same day we offered a special allowance of $1 
per case to apply on shipments into the New York market. Note the statement 
in schedule B, “This allowance will be reflected in the price at time of billing.” 
In other words, effective January 19, the amount of $1 per case was deducted 
from the price on the invoices to all buyers for shipments of the named product 
into the New York market. 

2. The subcommittee inquired whether we had made any freight allowance 
in connection with sales of peaches to Kroger Co. and First National Stores 
during the months of April, May, June, and July of this year under Kroger’s 
Avondale brand and First National’s brand for standard grade peaches which 
would be Richmond brand. The records with respect to such transactions have 
been checked for these months and we confirm Mr. Yerby’s testimony to the 
subcommittee that we did not make any freight allowances thereon. 

3. The subcommittee inquired whether we had made any freight allowance 
in connection with our sale of peas pursuant to a letter of reservation written 
by our Mr. R. H. Elston to Regent Food Co. on July 15, 1959. It is to be noted 
that said letter of reservation shows that part of the peas were offered f.o.b. 
Toppenish and the balance were offered f.o.b. Utah. We have checked our rec- 
ords in connection with sales of such peas, and we can advise the subcommittee 
that we did not make any freight allowances thereon. 

4. Concerning a letter that our Mr. Ben F. Doherty wrote to the Great 
Atlantic & Pacific Tea Co. on October 29, 1957, making an offering of asparagus, 
the subcommittee inquired whether any similar offer had been made to other 
customers. Preliminarily, we would like to explain that this asparagus was, 
as the letter shows, “ungraded” which is understood in the trade to mean that 
the spears may be crooked or with an extra heavily flowered tip. The “con- 
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siderable block” of this item which Mr. Doherty was offering consisted of 
approximately 13,000 cases. On such a limited quantity it is completely im- 
practical to make an offering throughout the whole country, but such an offer- 
ing was made in two of our sales areas. In response to the subcommittee’s 
inquiry, we are attaching hereto, marked “Schedule C-1,” a posting dated Octo- 
per 25, 1957, from our Mr. G. R. Calmette to brokers and sales offices in our 
southeast division 6, and marked “Schedule C—2,” a posting dated October 28, 
1957, from our Mr. R. R. Poyner to brokers in our division II, suggesting that 
they offer the merchandise to buyers and endeavor to secure an offer therefor. 

5. In connection with the matter of “shading” a price discussed in the tran- 
script relating to item 4 above, Mr. Yerby testified that it is not uncommon for 
us to send out announcements requesting the submission of reasonable offers for 
lots of lower grade merchandise and stating our willingness to consider such 
offers even though slightly below list. The subcommittee requested that we 
furnish such an announcement. In addition to schedules C-1 and C-2, we 
attach marked “Schedules D-1 and D-—-2” copies of some sales bulletins evidenc- 
ing this. 

6. In connection with our Del Monte brand canned foods promotion and adver- 
tising allowance, the subcommittee inquired as to the manner in which whole- 
sale grocers are informed they may earn this allowance. Attached marked 
“Schedule E” is a copy of Bulletin X—2, announcing and setting forth the terms 
of said allowance. The subcommittee also was interested in whether retailers 
who do not buy direct from us get the benefit of this allowance. While this is 
a matter under the control of the wholesaler who sells to such a retailer, the 
fifth paragraph on page 3 shows that it is contemplated that the wholesale 
grocer may extend the advantages of the allowance to his retail customers, and 
the listed uses of the allowance show our suggestion of various ways of doing so. 

7. The subcommittee inquired with respect to certain merchandising allow- 
ances on Del Monte brand tomato products. Mr. Yerby testified that these al- 
lowances were offered to all buyers, nationwide, in December 1958. The sub- 
committee requested that a copy of the communication offering such allow- 
ances be furnished to it. Attached marked schedule F is a transmittal letter 
from Ross B. Yerby to our sales representatives, together with the bulletin ex- 
plaining the merchandising allowance. 

8. In Mr. MacIntyre’s letter of November 23, 1959, he listed certain sales which 
we made on 24/2% canned yellow cling peaches and requested that we advise 
the reasons for the varying prices shown. Preliminarily, we would like to ex- 
plain that yellow cling peaches are commonly canned in consumer sizes of three 
different grades. The first grade is commonly known as choice, the next grade 
is designated standard and the lowest grade may take varying designations, but 
we call it “special standard.’ Applying these grades to our offerings, our Del 
Monte brand peaches are all choice; such quantities of standard grade peaches 
as result in our packing operations are sold under other of our brands, such 
as Argo and Mission, and also for buyers’ labels; any lots of “special standard” 
are sold under our Red Dart label and also for buyers’ labels. 

With the information furnished, we have been able to check our records in 
connection with these transactions and can advise the subcommittee as follows: 

(a) All of the sales at prices of $3.25 per dozen or $6.50 per case were of 
Del Monte brand peaches and these were our prices to all customers throughout 
the United States for shipment on the dates mentioned. 

(b) The sales to Safeway at $4.90 per ease for its Highway brand label were 
sold and billed as “special standard” which we use to designate peaches which 
we do not consider to be of a quality suitable for standard grade. The balance 
of our lots of special standard peaches was sold in export except for (1) some 
sales to another canner; and (2) a small sale at $4.90 per case to Webb’s City, 
Inc., St. Petersburg, Fla. 

(c) The sale to First National Stores at $6.10 per case was for Del Monte 
brand peaches at our price prevailing for shipment on that date to all customers 
throughout the United States. 

(d) The sale to First National Stores at $4.50 per case was for standard 
grade peaches and was made to meet competition. 

(e) The sales to Winn-Dixie at $5.15 per case were for standard grade peaches 
and were sold under our Argo brand label at the price at which we were then of- 
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fering standard grade peaches to customers throughout the United States under 
our brands for standard grade including Argo brand. 
Very truly yours, 
Ross B. Yersy, Vice President. 


SCHEDULE A 


CALIFORNIA PACKING CORP., 
January 19, 1959. 
To: CPC, New York. 
From: J. A. B. Chapin, division sales administrator. 


48/1%4’s DEL Monte TuNA, ALL VARIETIES—DISPLAY ALLOWANCE 


Cancel.—This display allowance will not become operative. 


ScHEDULE B 


CALIFORNIA PACKING CORP., 
January 19, 1959. 
To: CPC, New York. 


From: J. A. B. Chapin, division sales administrator. 


48/1\%4’s Det Monte TuNA—ALL VARIETIES—SPECIAL ALLOWANCE 


Effective immediately and until further notice, we offer a special allowance 
of $1 per case to apply on shipments into your territory. This allowance will 
be reflected in the price at time of billing. This offer is subject to withdrawal 
without notice. 


SCHEDULE C-1 


CALIFORNIA PACKING CorpP., 
San Francisco, October 25, 1957. 
To: All brokers and sales offices, southeast division 6. 
From: G. R. Calmette. 
Re ALL GREEN ASPARAGUS 


Please refer to blue aerogram of September 18 on all green asparagus. The 
first item, 24/303 Argo, Tip Top brands ungraded all green asparagus, $2.90 
per dozen, $5.80 per case, f.o.b. California, is a beautiful merchandising item 
and is being overlooked by some. 

We are today ordering out two tins of samples and ask that you submit these 
to your prospective buyers and endeavor to secure an offer for this season’s 
high-quality pack of all green asparagus. 

If additional samples are needed, they will be sent you upon request. 

This lot must be moved and we are looking to you to submit orders so that 
the desired results may be accomplished. 


SCHEDULE C-2 


CALIFORNIA PACKING CorpP., 


San Francisco, October 28, 1957. 
Bulletin No. 171. 


To: All Del Monte and Prince brokers division II. 
From: R. R. Poyner. 
ALL GREEN ASPARAGUS 


We are forwarding samples today of the below-listed item. It is not our 
intention to divert your selling efforts from the cleanup of asparagus items that 
we have been requesting on the Swedesboro inventory. We do, however, feel that 


there is a certain type of trade that would be attracted to this high-quality pack 
of all green asparagus. 
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We would recommend that you cut a sample of this item for your own inspection 
and, then, possibly select your targets and offer : 


24/300 Argo, Tip Top brands ungraded all green asparagus : 
TO CO cami cs i cites cass acetate staan ahaa abated ania etna ada $2. 90 
I CR nia cacscerat tein a eats acaeapentah nian iaiteaadaaaatigta iadiaiedianaiuanipidall 5. 80 
f.o.b. California. 


We feel the above prices are competitive with anything that might be offered 
in your area in this class of merchandise. At present we feel this merchandise 
should move at list ; however, if necessary, let us see your offers. 





SCHEDULE D-1 


CALIFORNIA PACKING CORP., 
October 14, 1959. 


Re canned foods—Brands and grades other than Del Monte. 


GENTLEMEN: In our circular letters we have repeatedly stressed the volume 

possibilities in the lower grades of canned foods. Fruits and vegetables to 
qualify for Del Monte brand must come up to a high standard of quality. This 
means that we frequently are left with sizable quantities of good wholesome 
canned foods which do not make Del Monte quality and which must be sold ata 
ice. 
Many brokers and sales offices do an excellent job on these lower grades. 
Others unfortunately do not seem to realize the tremendous potential volume 
which exists. Distributors of all types are always on the lookout for canned 
food items which can be run as specials on an attractive price basis. We keep you 
posted on items we are offering and we continually emphasize that we are open 
to offers on substantial lots for prompt shipment. Competitive conditions vary 
from market to market. Any time you have a chance to get a good order at a 
price slightly below what we are asking, by all means put a firm offer up to us 
for consideration. You might be surprised how often we will confirm. 

From what has been accomplished in some markets, we feel certain that there 
is plus business waiting to be dug up in a great many markets. 

Below we will give you an outline of the lots available at present. See your 
sales bulletins for more complete details. You may need samples of specific lots. 
If so, request them from this desk on the California and Northwest items— 
request them from Rochelle on the Midwest items. One thing we must all do is 
become more conscious of these offerings and more aggressive in working them. 

Here is a quick rundown of current offerings : 





Dozen Case 
Asparagus: 
24/Pic. Argo ungraded GT &W asparagus tips......................-.-.-..--- $2.10 $4. 20 
Sr rs RE ee 3.7 7.40 
24/#2 Mission ungraded GT&W____- ee icant creer eeeceg se desi ma ady teiean 3. 25 6. 50 
24/#300 Mission/Tip Top GT&W ungraded_._........-.--...-....--_-_------ | 2. 50 5. 00 
24/#300 Dew Drop/Tip Top fancy GT&W cuts, tips, incel....-.........------ 2. 15 4. 30 
Se Re I Ot ca. a ace cae awenmuaneiens 2.27% 4. 55 


F.o.b. California common point, S/O. 

24/#300 Tip Top all green center cuts___- 
F.o.b. Northwest common point, S/O. | 
Blue Lake green beans, ex Northwest: | 


s 
w 
s 








24/303 Argo/Mission extra standard blended whole_.._............-..-------- 1. 60 3. 20 
2ta0e Argo) Mission extra standard cut... !.........<..........2......--..... 1. 45 2. 90 
re ey ON ec cmawacnncunnuennmauenl 1. 65 3. 30 
24/303 Red Dart extra standard seasoned sliced. _..........-...-...-.------- 1. 40 2. 80 
ee, DD, ORE CIN CON a ieccnbnnnctidepbinadene<teineenowadevnd ott 1. 50 
6/#10 Red Dart or buyer’s label standard 6-sv. cut_......-...-.---_---------- 7.2 3.62% 
24/303 Double Luck standard mixed short cuts_.................----------.-- 1.20 2. 40 
Blue Lake green beans, Florida pack: | 
24/303 Red Dart standard blended whole. -................---.---_-.---.---- 1. 55 3.10 
DESSee FTO Clare Geter CU WENO Ss oo oo oon cnn eccccnacencccccccccsss 1.7! 3. 50 
Se er I GN 8 6 ok Siri occhamcaneatunacdusecaenede 1.45 2. 90 
I Se ee ons cc cnanaviawiaaenamlchiieenedaisanawel 1. 2746 2. 55 
24/303 Double Luck standard mixed cut. .............------.--..-.--------.- 1. 22% 2. 45 
23 cases only 24/303 Red Dart standard French style sliced...............---- | 1. 25 2. 50 
1 3.10 


24/303 Red Dart extra standard seasoned sliced. ...........--..-.------------ 55 
F.o.b. Tampa, Fla. | 
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Following items have been stored in the Midwest for your convenience to be 


shipped with other midwest vegetables. 











Blue Lake green beans, ex Midwest: 
24/303 Argo/Mission/Silver Bar extra standard cut 
24/303 Argo/Mission extra standard whole green beans 
F.o.b. Northwest ex Midwest. 
Lima beans, Midwest: 
24/303 Argo/Mission extra standard green lima beans 
6/#10 Argo/Mission extra standard green lima beans 
24/303 Red Dart extra standard seasoned lima beans- -- 
24/Buf. Royal Red extra standard seasoned lima beans 


F.o.b. Midwest common point. 


F.o.b. Midwest common point. 
Peas, Midwest: 

24/303 Argo/Mission extra standard sweet peas 

24/Buf. Mission extra standard peas 


F.o.b. Midwest common point. 


F.o.b. California common point. 
Spinach, California: 
24/Buf. Tip Top extra standard spinach 
24/303 Tip Top extra standard spinach 
24/24 Tip Top extra standard spinach 
F.o.b. California common point. 
Spinach, Florida: 24/24 Tip Top extra standard spinach 
F.o.b. Tampa, Fla. 
Spinach, Crystal City: 24/244 Tip Top extra standard spinach 
F.o.b. Crystal City. 


F.o.b. California common point. 


F.o.b. Northwest common point. 
Cherries, Northwest: 


F.o.b. Northwest common point. _ A 7 
Figs, California: 24/303 Argo whole and split figs in heavy sirup 


heavy sirup 
F.o.b. Northwest common point. 
Cling peaches, California: 
24/2 standard halves yellow cling peaches 


6/10 standard sliced yellow cling peaches 
Argo, Mission, Silver Bar brands. 
F.o.b. California common point. 


F.o.b. California common point. _ 7 ‘ 
Pears, Northwest: 24/244 Banquet mixed pieces in heavy sirup 
F.o.b. Northwest common point. 





Dozen Case 
LS datS Osis 4055 e-aheepe en ak $1. 45 $2. 90 
hie acy Shep ainw aetipte 1. 60 3. 20 
iss alan cress ail a 1. 50 3.00 
ata sh seaestaalcintaiacs capil acacia) 9. 50 4.75 
peuatst tes tee oe 1. 50 3.00 
laneiaettesaeccarccibimata cena . 90 1. 80 
24/Buf. Silver Bar extra standard green lima beans_.__.--....--.------------- 1.15 2. 30 
24/303 Red Dart standard green and white lima beans--....----------.------- 1.30 2. 60 
Corn, Midwest: 24/303 Argo/Mission/Tip Top extra standard cream style golden. 1.25 2. 50 
bi suisse ssi saciapoavtn rom nai ah se tres 1.17% 2. 35 
Lik, wile Rn ABEL «Shih bie nchdciphiets ubdtoatad . 85 1.70 
6/#10 Argo/Mission extra standard 5/6 sv. sweet peas. --.-.-...-.----..----. fa 7. 60 3. 80 
6/#10 Argo/Mission extra standard 4/5/6 sv. sweet peas.....--. ------.------- 7. 80 3. 90 
New potatoes, California: 24/303 Mission extra standard new potatoes__....._..- -97% 1.95 
dp laiatccensaiesct taal taht heheetmia tidiebags legit . 60 1. 20 
ald de eh thd nddbbadinbuh dla dedahnn wads 1.02% 2. 05 
i as 5 aie S enichicen nineainn mnbetidne sient Gigtige abides 1.374% 2.75 
eacteladeseueutsensece 1.75 3. 50 
cash onlepplibaiiigeaiies 1.5244 3. 05 
Apricots, California: 6/10 Bakers Choice (prebeated) solid pack pie apricots-.__-- 12. 75 6.37% 
Berries, Northwest: 24/303 Golden Poppy choice boysonberries in heavy sirup--- 2.15 4. 30 
24/303 tin Mission standard light sweet cherries in heavy sirup-.....-..---..-- 2. 65 5. 30 
24/303 tin Argo Golden Poppy dark sweet cherries in heavy sirup---.-------- 2.35 4.70 
beads 1.75 3. 50 
Elberta peaches, Northwest: 24/2/44 Early Garden brand mixed pieces in extra 
a a cae 2. 45 4.90 
ptebbkatide chicka hoon akendcuteyosneths 2.35 4.70 
24/2 standard sliced yellow cling peaches._-_...........--.-----..-------.--- 2. 25 4. 50 
SRR oe eee Sek OIA peo nninine 9.00 4. 50 
I ee rE a oni see andeanaesaaoewwens 7.00 3. 50 
a eae niente 7.00 3. 50 
Outstanding quality, order samples for likely prospects. 
 ciediameiaaeeiiere tne’ 2.75 5. 50 
Cr eden wees tee 6. 25 3.12% 


Plums, Northwest: 6/10 Red Dart purple plums in light sirup 
F.o.b. Northwest. 





All items strictly subject confirmation and prior sale. 


Practically all items are available for buyer’s label as well as for the brands 


indicated. 


Extra standard peas, extra standard corn, we are particularly anxious for 


offers on round lots. 


This may seem like a rather formidable list, but is gives you a reasonably 
complete picture which should pay dividends with plus business for all markets 


if the list is worked and followed up aggressively by all hands. 
Yours truly, 


J. E. O’Brien, 


Division Sales Administrator. 
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0 be ScHEDULE D-2 

CALIFORNIA PACKING CORP., 
— November 4, 1959. 
se From : Homer V. Haslehurst, division sales administrator. 


— Refer our circular No. 723-9, October 1, Midwest pack lima beans. 
We are anxious sellers of our 24/303 Argo/Mission extra standard grade. 


: 90 Submit reasonable offers for good quantities for prompt shipment. If addi- 

_ tional samples are needed, request them directly from C.P.C. Rochelle 
to save time. 

t Quality for grade is excellent. 

"00 

. 80 

. 30 ScHEDULE E 


. 60 
CALIFORNIA PACKING Corp., SAN FRANCISCO, CALIF. 


(June 2, 1947, as revised March 1, 1959) 


70 Det MontTE BRAND CANNED Foops PROMOTION AND ADVERTISING ALLOWANCE 


. 50 


“9 For all qualified buyers who serve or engage in retail store distribution within 
95 United States and Hawaii. 

Payment will not be made on purchases by domestic buyers for export. Buyers 
located in export markets do not come under the arrangement. 
Effective on deliveries made from purchases of Del Monte brand canned foods 
75 of the current pack year, on the varieties and sizes of containers specified below, 
we will pay to our direct buyers who stock not less than five of these separate Del 
Monte brand varieties— 


A Det Monte BRAND Per CASE PROMOTION AND ADVERTISING ALLOWANCE 
30 (Based on full standard cases as shown below) 


FRUITS, FRUIT JUICES, AND NECTARS 


" Apricots Figs Peaches 
50 Berries Fruit cocktail Pears 
90 Cherries Fruits for salad Prune juice 
DeLuxe plums Fruit nectars Stewed prunes 
70 Per case 
50 COPING cM ca cai a ace deren oaisgeseniigiexeniacth araao aa abate Ganiigi mea $0. 10 
50 Tin: 24/303, 48/211, 48/Buf., 96/5% 0z., 12/46 “ 05 
Gaeeet Sarees ee EN ae ne tag area seers ? 
50 Tin: 24/211, 24/Buf. 
0 Guest LAE, Gia ibont io eee nn a sa 02% 
50 Juice drinks 
Per case 
1244 Tin: 12/4608, 94/3 34/201, 12/33 a; 6A e-... ..... $0. 05 
= Vegetables, tomatoes, and tomato products 
Asparagus Corn Stewed tomatoes 
ds Beans, green Peas Tomato juice 
Beans, lima Peas and carrots Tomato paste 
for Beets Potatoes Tomatoes 
Carrots Pumpkin Mixed salad vegetables 
oly Chili sauce Sauerkraut Seasoned vegetables 
ets Corn n’ peppers Spinach 
Per case 
Tin : 24/214, 24/2, 24/303, 24/12 oz., 24/300, 48/Buf., 12/46 oz____----_- $0. 05 
Tin : 24/Pic., 48/6 oz., 24/Buf., 48/514 ”“ 02% 
ohare h6mUmUmlté“it~*~™~™COCCSSSSCS””OCO:C 
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Pickles and pickle products 


Per case 
Gleear S2/22..08.. IO/26 -06., 12/a8 O8ej COO Civic edcsmetmiominne $0. 05 
Gises: 32/15 02., 12/12 O8:., 26/8 OBiiesetsnneinisingudeiusls~abeetion 02% 


Payment under this program will be made quarterly beginning as of May 31, 
and quarterly thereafter (August 31, November 30, February 28) on shipments 
to those dates. 

No payment will be made on varieties not included in the above list. 

This allowance is not to be considered in any way as a trade discount. Our 
buyers are not to use the allowance in determining their landed cost or reflect it 
in their retail sales price. 

The purpose of the allowance is to defray the cost to our buyers for their 
Del Monte brand advertising and sales promotion and for constructively building 
the distribution of Del Monte brand products. 

The fund provided permits wholesale grocers to extend their retail clients 
to whom they sell Del Monte brand products, all the advantages and facilities 
of this arrangement. 

Some of the means and methods distributors may use in the advertising and 
sales promotion of Del Monte products, within the scope of and in compliance 
with this contract, are as follows: 


1. Store displays 


(a) Installing, or making allowances to retailers for installing, floor stacks, 
counter, gondola, bin and other feature displays of Del Monte products promi- 
nently in retail grocery stores. 

2. Window trims 

(a) Installing, or making allowances to retailers for installing, special window 
displays using advertising materials featuring Del Monte products. 

(b) Employing window display installation services to install Del Monte 
displays in retail grocery stores. 

8. Display materials 


(a) Producing window posters, store banners, stack merchandisers, price tags 
and other display materials featuring Del Monte products, for distribution to 
and use in retail grocery stores. 

4. Advertising production 


(a) Special artwork, layout and copy writing in the preparation of display 
materials, bulletins, printed literature and other merchandising materials featur- 
ing Del Monte products. 

5. Handbills and circulars 

(a) Featuring Del Monte products by large type listings, with or without 
Del Monte ad cuts, in distributors’ own handbills and circulars. 

(b) Allowances to retailers for similar featuring in their handbills and 
circulars. 

(c) Prominent advertising features of Del Monte products in bulletins, order 
books and price circulars sent to retail outlets serviced by the distributor. 

6. Newspaper advertising 

(a) Featuring Del Monte products by large type listings, with or without 
Del Monte ad cuts. 

(b) Allowances to retailers for similar featuring in their newspaper 
advertising. 

(c) Sponsoring of local advertising campaigns on Del Monte products as a 
tieup with Del Monte advertising campaigns currently appearing. 

7. Radio advertising 


(a) Featuring, or making allowance to retailers for featuring, Del Monte 
products in sponsored radio programs and/or spot announcements. 


8. Television advertising 


(a) Featuring, or making allowance to retailers for featuring, Del Monte 
products in sponsored television programs and/or spot announcements. 
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9. Special events 

(a) Featuring, or making allowances to retail grocers for featuring, Del Monte 
products in connection with warehouse and store openings, anniv ersaries and 
other special advertising and merchandising events. 


10. Sales contests 
(a) Prizes for sales contests among distributors’ salesmen. 
(b) Additional compensation to distributors’ salesmen, or store managers and 
supervisors, for special sales and merchandising effort on Del Monte products. 
(c) Prizes for sales contests of clerks in retail grocery stores. 


11. In-store advertising 

(a) Featuring Del Monte products in advertising mediums that provide special 
display services, in-store broadcasting, newspaper homemakers’ columns and 
other special services for distributors and/or the retail grocery stores they 
service or operate. 


12. Outdoor signs 

(a) Painting or otherwise placing advertising signs featuring Del Monte 
products on building walls, delivery trucks, store fronts, outdoor nomers or other 
outdoor advertising locations. 


13. Order books and catalogs 

(a) Special illustrated advertising inserts featuring Del Monte promotion 
events and products in order books and catalogs. 

(b) Prominent featuring of Del Monte products, including some use of Del 
Monte ad cuts in order books, catalogs, stock lists and/or distributor’s price 
books. 


14. Demonstrations 


(a) Providing demonstrators to feature Del Monte products in retail grocery 
stores. 

(b) Providing samples of Del Monte products, supported by adequate publicity 
other special advertising and merchandising events. 


15. Trade meetings 


(a) Featuring Del Monte products in exhibits at grocery trade conventions, 
food shows, sales meetings and other trade events by sampling and display. 


Buyer agrees that he will use the funds provided herein for the purposes set 
forth and that his policies in distributing the Del Monte products will, at all 
times, be designed to build both trade and consumer good will for Del Monte 
brand products in the trading area in which he operates. 

The corporation reserves the right to change or withdraw this promotion and 
advertising allowance at its discretion. Such change or withdrawal is not to 
affect the allowance due on goods purchased up to the date of the change or 
withdrawal. 

CALIFORNIA PACKING Corp. 


ScHEDULE F 


CALIFORNIA PACKING CorP., 
San Francisco, Calif., December 18, 1958. 
To: Sales representatives. 
From: Ross B. Yerby. 


Attached you will find a Del Monte brand tomato products merchandising 
allowance plan which will provide unparalleled opportunity for expanded volume 
between now and the end of this fiscal year. 

This plan has success built into it, it is competitive, and will be eminently 
merchandisable. 

Every Calpak man knows the potential of Del Monte tomato products at retail 
level. With the incentive provided by the attached, it should be easy. to set 
a new alltime record for the volume products that are involved. 

I am expecting every man to set himself a sales goal on Del Monte tomato 
products that will put us over the top in this important branch of our business. 
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CALIFORNIA PACKING CorpP., 
San Francisco, Calif., December 18, 1958. 
To: Sales representatives. 
From: Ross B. Yerby. 

In order to keep Del Monte brand tomato products moving in volume to con- 
sumers, the following merchandising allowances will be made to qualified buyers 
on shipments of these products effected between December 19, 1958, and Feb- 
ruary 28, 1959. 

Products and amounts to be paid 


72/Buf. Tomato Sauce 
24/300 Tomato Sauce 
48/6-ounce Tomato Paste 
24/14-ounce Catsup 
12/20-ounce Catsup 
12/12-ounce Chili Sauce 


QUALIFICATION STANDARDS 


To qualify for the above allowances, buyer must feature Del Monte tomato 
products by mass displays (separate from shelf displays) or advertising between 
January 1, 1959, and March 31, 1959. Qualification report forms will be fur- 
nished Calpak representatives. These are to be completed, signed by the Calpak 
representative, and returned to San Francisco, establishing the qualification 
status of each buyer. 

A sample of this form is attached, and supplies are now being arranged. 
You will have further information on these forms in a few days. 


METHOD OF PAYMENT 


Payment of these allowances will be made by check to qualified buyers as 
soon as possible after March 31, 1959. It will be necessary for our buyers to 
file claims or submit invoices to collect the allowances. All such claims must 
be in our hands prior to April 20, 1959. 


DEcEMBER 19, 1958. 
DeL MoNTE TOMATO PRODUCTS MERCHANDISING ALLOWANCE 


CALIFORNIA PACKING CorpP., 
San Francisco, Calif.: 


The current Del Monte tomato products merchandising allowance plan has 
been explained to a responsible executive of this firm. He understands the plan 
and realizes that the allowance will not be payable unless earned in one or more 
of the following ways: 

1. In store mass selling displays (other than shelf display). 

2. Newspaper, handbill, radio, or TV featuring of the products. 

3. By obtaining the above types of merchandising support from retailer cus- 
tomers. 

The buyer understands that this allowance is not a price concession and must 
not be used in calculating landed cost. 


Mr. Roosevett. The committee will adjourn until 9:30 tomorrow 
morning. 

(Whereupon, at 6:45 p.m., the subcommittee adjourned, until 9 :30 
a.m., Tuesday, November 10, 1959.) 


x 








